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STOCK DIVIDENDS 
AND THE MARKET 


aa There seems to be a trend toward the distribution of ) 

| stock dividends—the possibilities in this connection are 

of vital interest—they may be the dominant market factor 
for some time—but—see the story by 


EVERETT B. PARKER 
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INTERBOROUGH : 


William Carnegie Ewen, who has established a reputa- 
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has prepared an exhaustive analysis of the status of the 4 | Ca NTH | | Hill 
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FIRST MORTGAGE 
6% BONDS 
YIELDING 6.35% 
FOR 25 YEARS 


Southern Colorado 
Power Company 


First Mortgage 
Gold Bonds 6% Series A 
Due 1947 


Well protected by equity, earning power 
and efficient management, these Bonds at 
the current market are a decidedly at- 
tractive purchase. 


Price to yield 6.35% 
Ask for Circular F-118 


H. M. Byllesby and Co. 


New York Chicago 
111 Broadway .208 S. La Salle St. 


Boston 
14 State Street 


Providence 


Turks Head Bldg. 
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Cities Service Co. 


6°, Cumulative Preferred Stock 
Present Yield over 812% 


Net earnings of Cities Service Co. have 
shown steady improvement during the 
last 12 months. Net earnings for 
August, 1922, were $982,207, as com- 
pared with $685,698 in August, 1921. 


Dividends on the Preferred Stock were 
earned 2.36 times in the year ended 
August 31, 1922. 


Cities Service Co. has announced a plan for 
$10,000,000 reduction in its debenture debt, 
due to the Company’s improved financial 
position. 


Send for Preferred Stock Circular P-15 


(Copy of the Debenture Re- 
funding Plan will be included) 


Henry L. Doherty 
& Company 


60 Wall Street New York 


Branches in Principal Cities 


























GET THE FACTS 


about your investments 


OU may have among your securities one or several that give you cause for worry 
and perplexity. Learn the facts about these particular issues and your judg- 
ment will be clearer, your decision more emphatic, because based on the facts. 


Special Reports 


Tue FrnanctaL Wortp RESEARCH BUREAU 
will prepare a special report for you on any 
security, listed or unlisted, issued in any part 
of the world. It will not be a mere opinion or 
generalization, but a comprehensive presenta- 
tion giving every fact about the security that 
a stock or bond holder should know. The fig- 
ures will be interpreted and analyzed for you 
with particular reference to future possibilities, 
and their meanings clearly explained. Facts will 


be brought out that are not usually given in a 
company statement. 

From such a thorough Special Report you 
will be able to quickly make your own deduc- 
tions and determine ‘whether to hold, to sell, to 
buy more. 

A small charge will be made based on the 
amount of your investment. Our answer to 
the coupon below, however, will cost you 
nothing. 


MAIL TODAY 


FINANCIAL WORLD RESEARCH BUREAU, 
53 Park Place, New York. 


Please submit price for a special report on 


and state when you can have it ready for me. 

















































& 





























he 
FINANCIALWORLD 


Member Audit Bureau of Circulations 


Published Weekly by the Guenther Publishing Co. 
LOUIS GUENTHER, Presfdent-Treasurer F. W. BRANDT, Secretary 


Editorial and Business Offices: 53 Park Place, New York 


LOUIS GUENTHER, Publisher and Editor 


Ek. MARSHALL YOUNG F. H. ERTEL FREDERICK W. BRANDT 
Associate Editor Western Representative Business Manager 
727 Monadnock Building, Chicago 


Harrison 0098 








Vol. 38 NEW YORK, OCTOBER 21, 1922 No. 17 








Coming Soon 


@ IN AN EARLY ISSUE, THE ACTUAL DATE OF WHICH WILL BE 
ANNOUNCED LATER, WE PROPOSE TO PUBLISH A COMPREHENSIVE 
ANALYSIS OF UNITED STATES RUBBER, WRITTEN BY LANDON C. 
GATES, WHO HAS PROBED THE COMPANY’S PAST AND FOUND SOME 
INTERESTING FACTS AS A BASIS FOR ESTIMATING FUTURE 
POSSIBILITIES. 





In This Issue 


@ Have you contracted the “stock divi- 





dend”’ speculative fever? If so read 521 
€ Howard Elliott, of Northern Pacific, is a diplomat engaged in 
railroading. Incidentally, his company is picking up after 
ne a I: OI ES iodo. wis). ci diacarm  & 0) 6 OleOle 525 
€ Baldwin Locomotive could declare a 50% stock dividend and pay 
10% on the new stock, according to our staff writer. Read 
nn Nod 5 oid wie ade aa nie ek wleity ntalaris abate 523 
€ What lies ahead of Interborough Rapid Transit? is a question 
which investors interested in New York tractions are much 
interested in. We have had William Carnegie answer it. 
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United States and its possesfions, Mexico and Cuba, $10.00 a year. 
Canada, $11.00 a year ¥ Foreign Countries, $12.00 a year. 


Entered as second class matter O er 22, 1996, at the Post Office at New York, N. Y., 
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.T™MPORTANT 


When notifying The Financial World of a change in address subscribers should give 
both the old and the new address. This notice should reach us about two weeks 
before the change is to take effect. 
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Time Tested 
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(Underlying Issues) 





To yield 


5% to 8% 





Complete tnjormation 
upon request 








F. J. LISMAN & CO. 


Established 1890 









































Prairie Oil & Gas 
Standard Oil of Ohio 
Standard Oil of Kansas 
Standard Oil of New York 


CARL H.PFORZHEIMER & CQ 
Dealers in Standard Oil Securities 
25 Broad Street New York 


Phones: Broad 4860-1-2-3-4 


61 Broadwa: Philadelphia 
New York 
Tel. Bowl.Gr’n Tagine 
6740 Walnut 6250 
STANDARD 
Oo 
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L 
ISSUES 
WE DEAL IN 
Vacuum Oil 
Ohio Oil Co. 
Solar Refining 





























ODD LOTS 


enable you to buy at re- 
tail the same good seeuri- 
ties that the big investor 
buys in wholesale lets 
Thus you can diversify 
your holdings 
ketable securities. 


We specialize in odd-lot invest- 
ments—get our explanatory boeklet, 
free on request. 


Ask for No. FW 


(HisHOLM & (HAPMAN 


Members New York Steck Mxchange 
52 Broadway New York City 
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53 Park Place, New York 


LOOK FOR THESE IN 
Our October 28 Issue 


SPECIAL REVIEW 


of the Annual Convention of the 





Investment Bankers Association 





RAILROAD MERGERS 
AND THE STOCK MARKET 


The future of some of the country’s most import- 
ant railroads is vitally affected by forthcoming 
hearings in Washington on consolidations. Just 
what the significance of this little understood pro- 
vision of the Transportation Act of 1920 is, both 
from the standpoint of the effect on various roads 
and the effect on their securities, will be discussed 
in next week’s issue by Frederick Hanssen, who, 
as a former railroad official, is in a position to re- 
view the subject in an interesting way. A complete 
tabulation of the proposed mergers, including every 
road in the country, will be a feature of this article. 
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his attitude, and will continue to do so, 


New York, October 21, 1922 


The Financial World was established to diffuse the truth about investments, 
confident in its belief that 
as long as it clings to this ideal it can count upun the support of the investing public. 
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The Trend of Things 


€ Although constructive factors are m the ascendancy, 


business is expanding with greater demand reported for commercial loans 


commodity prices are advancing, 





@ The prospect is such as to be more favorable to the investment rails than to the general 


run of industrials. 


prices. 


Raw material prices are moving upward more rapidly than goods’ 


@ The outlook for improvement in profits is much better for railroads than for industrials. 


Manufacturers generally are concerned about reduction of production costs to forestall a 


declining margin of profit. 


C Factors in the situation so far as the bond market is concerred favor purchase of com- 


paratively short-term securities. 


UR stock market averages, as set 
6) forth in the accompanying chart, 

indicate a slight recession in in- 
dustrials from a week ago, and a slight 
gain in rails. It would be an exaggera- 
tion to state that a definite trend is indi- 
cated. But it is pertinent to inquire 
whether or no there may be a warning in 
the showing. 

In our opinion, however, more important 
than the fact that industrials declined and 
rails advanced, according to our chart of 
price movements, is the fact that, at this 
writing, the prices of the industrial stocks 
used in compiling our averages are within 


about 5 points of their pre-war high level, 
and the railroad stocks used by us still 
are about 65 points away from their pre- 
vious highs. 

We believe that it behooves investors to 
look to the broad aspect of the market, 
rather than to the short swing prospect. 
Otherwise, there is a possibility that they 
may unfortunate 


find themselves in an 


position later on. 


Constructive Factors 
Retail trade is improving; commercial 
loans are expanding, which indicates busi- 
ness activity on a larger scale; business 


failures are decreasing both in number 
and in the amounts of losses sustained; 
and, broadly speaking, constructive fac- 
tors are in the ascendancy. 

At the same time, there has been a very 
broad advance in the industrial list, which 
seems to have discounted three-fourths 
of the bullish developments which it may 
be believed lie ahead of us. Brokers’ loans 
on industrial securities right now are very 
high. 

It is perfectly safe to conclude that 
many industrials are too high, or are as 
high now as they are likely to go. Cer- 
tainly, the trader cannot contemplate the 


Average Prices on the New York Stock Exchange 
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industrial list today with the same open 
mind that he viewed it in January last. 
At that time there was not the same 
weight of reason in favor of discrimina- 
tion as exists today. 

There are two strong factors which, 
ultimately, will make prices of industrials: 

1. The business prospect for the fairly 
long course of events. 

2. The prospect for earnings—gross and 
net. 

Our judgment is that the business pros- 
pect is bright, although we are not pre- 
pared to go on record in anticipation of 
anything like a real boom. We _ have 
found, in reviewing the business and in- 
dustrial outlook nationally, and the finan- 
cial outlook,.that the constructive factors 
are dominant and are becoming more and 
more impressive. 

But that does not necessarily imply that 
we are optimistic regarding the prospect 
for profits, generally speaking. 


Earnings Not Encouraging 


Leaving all mechanical considerations 
to one side, in the final analysis, what 
makes a market for stocks, ultimately, is 
net earnings, current and prospective. We 
by no means can find reason for en- 
couragement in this respect regarding the 
outlook for the industrials, which com- 
pares with the prospect for the railroads. 

Considerable publicity was given this 
week to a statement issued from the 
headquarters of the Association of Rail- 
way Executives which stressed the fact 
that, since the general freight rate in- 
crease became September, 
1920, the railroads have failed to earn a 
return of 6 per cent on their tentative 
valuation, as was contemplated in the 
enactment of the Transportation Act of 
1920. 

As a matter of statistical record, that 
failure is interesting and of some value. 
But it is to be remembered that it covers 
a period in which acute business depres- 
sion prevailed, as well as a period in 
which two great labor strikes were in 
process. 


effective in 


Railroads Favored 


Failure to earn the contemplated 6 
per cent in the first 24 months of the appli- 
cation of the Transportation Act is not 
to be regarded as indicative of the prob- 
able results of the next twelve months. 
It has no bearing, therefore, upon the 
question as te what may be the indicated 
earning power of the railroads, now that 
the strikes are out of the way, and busi- 
ness has begun its real revival. We can- 
not but describe such evidence as that 
stated as abortive. 

Those who profess inability to observe 
anything inspiring in the performance of 
the railroads in the past sixty days, and 
who insist upon an effort to project that 
showing into the future, point to the en- 
croachment of operating costs upon 
revenues in August and September. As 
nearly as can be estimated, the operating 
ratio of Class 1 railroads for August 
was about 82.4 per cent and for Septem- 
ber, approximately 83 per cent. 
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Our Deductions 
As Based on Week’s Statistics 


(For the Week Ending Oct. 18) 
CORPORATE EARNINGS-+- 


BOND MARKET— 
STOCK MARKET— 
FOREIGN EXCHANGE+ 
MONEY+ 
CAR LOADINGS+ 


STEEL INDUSTRY+ 


























ratios compare with 75.62 and 75.67 per 
cent for the same months last year. Au- 
gust this year also compares with 76.8 
per cent in June of this year. The ratio 
cited for August of 1921 compares with 
83.59 per cent for June of last year. 

On the face, the exhibit is not prepos- 
sessing. That much is admitted. But we 
cannot accept it as conclusive evidence 
that the Transportation Act is a futile in- 
strument, or that the earning capacity of 
the railroads has been undermined en- 
tirely. Moreover, one is in error to accept 
the bulk showing of the Class 1 railroads 
as the yardstick of measurement of rail- 
road securities. 


Not Important 


The increases in operating ratios cited 
above, which resulted in shrinkages in 
net revenues, are not of a sufficiently im- 
portant nature to weaken materially the 
stocks and bonds of an investment rating. 
They should, perhaps, cause the investor 
to eschew, temporarily at least, the low- 
priced speculative rails of such roads as 
have not, for years at least, been con- 
sidered as anything but “weak sisters.” 

What may or may not be the surplus 
available for dividends on railroad stocks 
in the aggregate is important. But in- 
vestors do not purchase railroad stocks 
in the aggregate. 

Our opinion is that the railroads, with 
some possible exceptions, face a prosper- 
ous period, in which traffic volume may 
set a new high record. Now that the 
strike is nearly paid for, most of the car- 
riers will be able to make a satisfactory 
showing, if they want to. 

Prices of investment rails of all classes 
average some sixty odd points below their 
pre-war high levels. 

Two weeks ago, industrials showed 
considerably more rallying power than the 
rails. This week’s stock market history 
may be the beginning of a decided change. 
The end of the industrial bull movement 
may be a few months removed. Business 
and trade expansion during this and next 
month, the stock dividend factor, and 
speculation regarding the cumulative effect 


of the tariff and the rise in commodity 
prices may serve to carry the advance of 
industrials through January 1. 

But the real, substantial expectation of 
improved profits for the long swing favors 
the rails. We therefore advise gradual 
transfer from speculative industrials 
investment rails. 


to 


+> * * 


Corporate matters for the week wer: 
more or less featured by the oil group 








issuing extra dis- 

bursements in the 
Corporate er cba 

form of stock divi- 
Matters 


dends. Earnings as 








a whole as reported 
were good, verifying the opinion of 
those who anticipated better times, if 
not a boom. Some of the most impor- 
tant statements of the week are as fol- 
Otis Elevator for the nine 
months ended September 30th reported 
net income of $1,790,482 after charges 
and federal taxes. 


lows: 


After allowing for 
preferred dividends, this is equivalent to 
$10.52 a share earned on the $14,227,800 
common stock, and compared with $1,- 
945,615, or $11.62 a share, in the corre- 
sponding period of last year. Julius 
Kayser & Co. reports net profits of 
$1,685,058 after depreciation, bond inter- 
est and federal taxes. Last year net 
profits were $618,978. Federal Light & 
Traction for eight months ended August 
31 reports net after taxes of $1,078,104. 
This compares with $957,305 for the 
same period of 1921. Punta 
Sugar Co. for year ended May 31 shows 
a deficit of $173,768 after deduction for 
expenses, depreciation, losses on sugar, 
etc. This compares with a deficit of 
$2,843,290 in the previous year. Repub- 
lic Iron & Steel for quarter ended Sep- 
tember 30th reports a deficit of $138,676 
after charges, taxes, etc. This compares 
with a deficit of $1,398,410 in the corre- 
sponding period of 1921. Philadelphia 
Rapid Transit for September reports 
balance after charges of $49,994 com- 
pared with $43,959 for the same period 
of last year. Detroit Edison for Sep- 
tember reports balance after charges of 
$150,858. This compares with $124,857 
for September of last year. Ontario & 
Western for eight months ending Aug- 
ust 31 reports a net operating income of 
$721,427 compared with $999,321 for 
same period of 1921. American Smelt- 
ing & Refining Co. reports a surplus of 


A le gre 


$1,825,923 after taxes and charges. This 
compares with a deficit of $1,101,831 in 
the corresponding period of 1921. Kan- 
sas City Southern for the first eight 
months of 1922 reports a net operating 
income of $2,173,668, compared with 
$3,118,176 for the first eight months of 
1921. J. C. Penney Co., Inc., for Septem- 
ber reports sales of $4,752,893 compared 
with $4,263,208 for same period of last 
year. Western Union Telegraph tor 
nine months ended September 30 reports 
estimated net income of $9,454,228, after 
charges and federal taxes. This com- 


(Please turn to Page 534) 
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Stock Dividends and the Market 


( Distribution of accumulated profits by members of the STANDARD OIL 
family was the germ which brought a fever of speculation to Wall 
Street. 


@ Then came the news from Washington regarding taxation of surpluses 


the fever became more pronounced. 


+] 


C What is a stock dividend? Does a corporation obtain any benefit from 
the declaration of a stock dividend? Whatare the prospects and are the 
possibilities good speculative material? 


( These questions are answered by this keen analysis. 


ture stock dividend possibilities on 

the securities of various companies 
vhich might be in position to make such 
listribution to their shareholders, it will 
well to get clearly in mind just what 
stock dividend is. First, a stockholder 
s a partner in a corporation; his interest 
that corporation is represented by a 
rcentage ownership of the outstanding 


B EFORE discussing the effect of fu- 


sacle 

lo illustrate: If he holds one share and 
there are one hundred shares outstanding 

owns 1 per cent of the corporation. 
lf the par value of the share is $100 the 
orporation is capitalized for one hundred 
times that amount or $10,000. Now in 
order to declare a stock dividend there 
must be a surplus. 
the amount of assets the corporation has 
in excess of its liabilities and outstanding 
stock. A surplus may arise in two ways; 
it may come from past earnings which 
have not been distributed to shareholders 
in the form of dividends or it may come 
from an appreciation of the corporation’s 


lings. 
Pieces of Paper 


We will assume that this $10,000 cor- 
poration has a surplus of $15,000. The 
lirectors decide to declare a 100 per cent 
tock dividend. The holder of one share 
thus becomes the holder of two shares. 
But there are now two hundred shares of 
$100 par value outstanding and he still 

but a 1 per cent interest in the com- 
ny. In other words, the stock dividend 

s given him two pieces of paper where 

only held one before; it has not in- 
ised his interest or equity in the com- 


t the total dividend disbursements are 
increased he has not been benefited 
any way except that possibly due to the 
rger number of shares outstanding and 
ieir lower market price he will enjoy 
readier market should he desire to sell. 
Because there is such a widespread be- 
lief that in some mysterious manner a 


ctober 21, 1922 


By surplus is meant: 


By EVERETT B. PARKER 


stock dividend creates new values I have 
gone into the matter in such simple detail. 
It resolves itself into the old mathematical 
principle that the whole is as great as any 
of its parts; you cannot increase the size 
of an apple by dividing it into halves, 
quarters or eighths. 

The fallacies of the benefits to be de- 


(a) (a) 





| Chairman, United States Steel 
“So far as I know the question 
of stock dividend has neither 
been discussed nor _ raised.” 











rived from stock dividends were pretty 
thoroughlys exposed in the last bull mar- 
ket. Now some new “window dressing” 
has been designed. It was stated that be- 
cause the government faced a deficit of 
some 600 million in its 1923 budget that 
it would be necessary to tax the accumu- 
lated surpluses of corporations in order 
to increase its revenues. Without going 
into the many absurdities of any such 
taxation procedure, which was promptly 


scouted in a from the White 
authoritatively informed 
that at no time was it ever contemplated 
to tax the profits of past years. It also 
has been stated that by increasing its 
Capitalization a corporation could reduce 
its income tax. This is absolutely not in 
line with the facts. From the standpoint 
of its tax payments there is no advantage 
to a corporation in declaring a stock divi- 
dend. 

On the other hand, we have the fact 
that stock dividends are being declared 
and there must be a reason. In my judg- 
ment that in the desire of 
large holders to liquidate their long-time 
holdings. It should be borne in mind that 
market movements such as we have wit- 
nessed lately in the high-priced stocks are 
not made by “pikers.” 


statement 
House, I am 


reason lies 


Large Stockholders 


It takes real capital to finance trans- 
actions running into 280,000 shares of 
Standard Oil of New Jersey in a single 
week. Obviously these operations repre- 
sent purchases and sales by interests with 
a large amount of capital in their control. 
I am reliably informed that Standard Oil 
of New Jersey, for instance, has more 
large stockholders than any of the other 
Standard Oils. Now what has happened 
to make it profitable and advisable for the 
large stockholder to dispose of his hold- 
ings? First the threat of the bonus bill 
is out of the way. Second and more vital 
is the change that has been made in the 
1922 tax laws. 

I will again resort to a simple example 
to make the point clear. Assume that a 
wealthy man owns 10,000 shares of Stand- 
ard Oil of N. J. which cost him $150 a 
share; assume he can sell at $250; his 
profit would be $1,000,000. Prior to 1922 
on such a transaction Uncle Sam would 
have collected from him a tax of $663,190; 
in 1922 if he held the stock less than two 
years the tax would be $550,640; if he 
held the stock more than two years the 
tax would be 12% per cent, or $125,000. 
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In other words, a year ago his net profit 
would have been $336,810, but in 1922 it is 
$875,000. This is due to the fact that a 
provision was put in the 1922 tax law 
which provides that on stock held for in- 
vestment (two years or more) which is 
sold, a flat tax of but 12% per cent is 
levied regardless of the profit involved. 


Taking Profits 


It now becomes apparent why a corpora- 
tion controlled by wealthy stockholders 
might have been tempted to keep the earn- 
ings in the corporation until the right 
time came along; it also becomes apparent 
why some of the wealthy stockholders 
(the 12% per cent provision affects only 
incomes of more than $32,000) might now 
be encouraged to take their profits. This 
does not mean that it will not be to the 
advantage of the large Standard Oil units 
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Surplus per Share of 20 Divi- | 

dend Paying Industrials | 
Surplus | 

Company per share | 
Allis Chalmers *a. 52.62 | 
Amer. Car and Foundry... 156.52 | 
American Can ........:............ 106.67 | 
American Locomotive ........ 124.03 * 
American Woolen 79.79 
Associated Oil 49.49 
Atlantic Refining 1,236.43 
Baldwin Locomotive 89.30 
| Bethlehem Steel 152.97 
Corn Products 90.64 
Du Pont 104.26 
General Electric 40.73 
Inter. Harvester 88.12 
Mexican Petroleum . 67.84 
National Lead 120.46 
Studebaker 35.16 
Texas Co. ... 12.70 
United Fruit 34.95 
U. S. Steel .... 159.46 
Westinghouse E. & M 26.72 

to decrease the market price of their 


shares by declaring stock dividends and 
reducing the par value. The good will 
created by a large number of satisfied 
shareholders is of incalculable value. Thus 
a situation has arisen from which both 
the large stockholders and the company 


benefit. 


Little Reason for Advance 


However, as stated before, unless there 
is an increase in the total dividend pay- 
ments there is little real foundation for 
violent market advances in the stock. I 
am again calling attention to this point be- 
cause there have been reports of immi- 
nent stock dividends by companies which 
59? 


ft he 


have never paid a cash dividend on their 
stock. As there are so many misconcep- 
tions on the part of the speculative public 
regarding the whole stock dividend situa- 
tion, it becomes a psychological question. 
Will the gullibility of the public be suffi- 
ciently great to bring on a rush of com- 
petitive buying and thus tempt many cor- 
porations to do the “popular stunt” and 
declare stock dividends right and left out 
of surpluses real and imaginary? It is 
possible, of course, but I am inclined to 
doubt it. 
Pool Operations 


I am more inclined to believe that the 
stock dividend talk was found necessary 
to make possible the distribution of many 
of the industrial specialties in which pools 
have been operating for some time. It 
looks as if many industrial companies will 
not have a very prosperous 1922; there 
will be exceptions and the big refining 
units of the Standard group are probably 
among these. While the volume of busi- 
ness in the country has been large and is 
increasing (clearly indicated by the freight 
car loadings) the margin of profit has 
been unsatisfactory due to the highly com- 
petitive conditions in many lines. It seems 
likely that the 1922 annual reports of 
many industrial companies may come as 
a distinct shock to many stockholders who 


associate a large volume of business with 
a good margin of profit. Another factor 
which gives color to the opinion that many 
industrial issues may be nearing the final 
distribution stage is the relatively h 
average prices of this group. In other 
words, we have high prices, great turn- 
overs, much. spectacular publicity, and 
violent movements in specialties in the in 
dustrial list—all the earmarks of a dis- 
tributing period. While the advance in 
industrials may continue until the first of 
the year it is difficult to conceive of its 
lasting much longer than that, in view 
of the unfavorable annual reports cover- 
ing the 1922 operations which will be 
forthcoming shortly thereafter. 


igh 


Out of Proportions 


From the standpoint of volume of trans- 
actions about 90 per cent of trading today 
is being done in the industrial group and 
10 per cent in the rails. That is out of 
line with normal proportions. The very 
unsatisfactory foundation for a continued 
rise in the industrial group, their present 
high prices and the prospects for many 
poor annual reports for 1922 seem to em- 
phasize the fact that enthusiasms such as 
those evidenced over stock dividend pros- 
pects should be tempered with a degree of 
caution. 


Tariff Helps National Lead 


The metal market has been one of the first to respond to the infiuence of 


the new tariff legislation, and a decided filling has been given which, to some 


extent has been transmitted to the metal stocks, although probably not to the 


extent which will be developed later on. 


National Lead recently has been 


strong as a result of the protection afforded the lead industry, although the 
current gossip regarding the possibility of a handsome stock dividend may 
have had a great deal to do with the active bidding for the stock which was 


noted toward the close of last week and in the fore part of this week. 


VAILABLE supplies of lead have 
A been falling off steadily for some 
little time, and higher prices for 
the metal have served to emphasize the 
stringency. With the enactment of the 
new tariff legislation, the company has 
come into the limelight because of its 
dominant position in its industry. Na- 
TIONAL LEAD has been conducting an ex- 
tensive campaign of advertising this year, 
and its advertisements are among the most 
interesting of their kind. These have 
served to stimulate business and _inci- 
dentally have spread knowledge of the 
scope of the company’s production which 
few people previously possessed. 


Lead Shortage 


A well-informed authority in the metal 
industry says: “The shortage of lead has 
served to place the market in the strong- 
est position possible and has given sellers 
an advantage which they are able to main- 
tain with ease. One of the largest pro- 
ducers has just announced an advance in 
the price of pig lead. The spot supplies 
are small and buyers are inclined to feel 
uneasy about the outlook.” 


So far as stock dividend prospects are 
concerned, officials of the company admit 
that they have studied the matter, but so 
far have not found any need for action. 
Nearly every department of the company 
is showing better returns than last year, 
and earnings this year probably will total 
higher than last year, when $8.59 per 
share was earned on the common, after 
deduction of the preferred dividends. The 
senior stock is selling considerably above 
par, although it is to be regarded as a 
substantial investment, as industrial pre- 
The common, in view of the 
earnitgz power, is in strong position, al- 
though certain financial requirements 
would make it appear unlikely that an 
increased dividend distribution will be 
declared. A mere declaration of a stock 
dividend, without added benefits in the 
way of future distribution of profits, 
would seem to be insufficient as ground- 
work for enthusiasm. However, the trade 
position of the stock, and propensity for 
speculation, might bring about substantial 
advance in price quotations for the com- 
mon. 


ferreds go. 
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Baldwin’s Undivided Surplus 


@ On December 3, 1921, President VAUCLAIN, of BALDWIN LOCOMOTIVE 
WORKS, in a public statement, said: 


“Our company will continue in 


business with its present capitalization of $40,000,000. No more stock 
will be issued; no more bonds sold.” 


@ For the year ended twenty-eight days following the above statement, 
BALDWIN showed an undivided surplus which, plus the previous sur- 
plus, brought the total of undistributed earnings to more than 13 mil- 


lions of dollars. 


@ What is BALDWIN going to do with that huge surplus? 


Could BATD- 


WIN declare a stock dividend and continue to show a substantial earn- 
ing power on the increased capitalization? ‘The writer of this analysis 
answers in the affirmative. 


By WALTER GERRITT HAMERTON 


466@: TOCK dividends simply redis- 

tribute the accumulated assets of 
a corporation, but in the form of in- 
vested capital which shares in the rights 
to dividends along with the previous 
issue of stock. Stock dividends are re- 
garded simply as book adjustments of 
the assets.” 


The foregoing is an excerpt from 
Chapter 19, of Regan’s “Financing a 
Business,” which it is believed the in- 
vestor will do well to keep in mind 
when considering, not alone Baldwin, 
but other companies, in connection with 
stock dividend prospects. 


* * 


F the demand for locomotives con- 
| tinues to improve, as there is every 
indication it will, since the railroads 
seem to have arrived at the point where 
difficulties in connection with credit 
have been overcome, the earning power 
‘f Batpwin LocoMoTIvVE Works 


past 


will be 

xceptionally large. 

When the cempany closed its books for 
year 1921, it had a working capital 
was wi-hin 


upwards of 6 million 


dollars of being equal to the total stock 
capitalization of $40,000,000. 

In the seven years ended December 31, 
1921, the Batpwin LocomotivE Works 
had increased its working capital by an 
amount that was equal, approximately, to 
an amount that is within $4 of the cur- 
rent price of the common stock. 


Large Surplus 
In a decade and one-half, BALDwiIn has 
earned a balance, after payment of its 7 


per cent preferred dividends, of about 
$36,000,000, which figures out as equal 


to $180 a share on the common stock. 

In that decade and one-half, the com- 
pany has earned an average, -after re- 
serves and preferred dividends, of very 
close to $17 a share for the common. 

The. common stock capitalization of 
BALDWIN LocomoTivE Works today is 
$20,000,000. The surplus as of Decem- 
ber 31 last, amounted to $13,257,534. 

1 have had the foregoing remarkable 
statistical showing of BALDWIN portrayed 
The 


position of the company is obvious. 


strong cash 
And 


there is tangible evidence of ability of 


in chart form. very 


the company to make a satisfactory show- 


ing of earnings on a much larger capi- 
talization. 

It should be noted that the foregoing 
statement of BALpwin’s surplus does not 
include an amount entered in the general 
balance sheet as a charge against income, 


‘ 


of $4,294,425, which is recorded as a “re- 
serve for deferred items.” 

That amount represents a_ reserve 
against foreign bonds held by the com- 
pany, which will be transferred to the 
surplus account as the bonds are paid off. 

Summarized, the findings so far indicate 
that BaLpwin LocomotivE Works in ten 
and one-half years has earned total profits 
of $77,762,217. Net profits after deduc- 
tion of reserves, etc., for the period 
amount to $50,053,428. 

The total balance for the common stock, 
after deduction of preferred dividends 
paid, totals $35,353,428. In period 
there has been paid in common stock divi- 
dends, $4,900,000. Deducting that amount, 
total be $30,453,428. 
But there is a further deduction for good 
will, patents, profits, 
$17,195,895. 


We thereby arrive at the surplus as of 


this 


the resultant would 


deferred etc., of 
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The Baldwin Locomotive Plant 
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ecember 31, 1921, which totals $13,- 


of net tangible assets applicable to the 
common stock of the company, including 
the equity of Batpwin in the Standard 
Steel Works, was equal to $189.30 a 
share. 

Right to Dividends 

To return to the preface of this article: 
stock dividends are accumulated assets 
which share in rights to dividends along 
with the previous issue of stock. 

The pertinent question is: Should 
BALDWIN decide to distribute a stock divi- 
dend, could stockholders look for a con- 
tinuance of the present 
would the company be 


dividend, and 
in a position to 
continue earning that rate with a sub- 
stantial margin of safety? 

The stock at present pays 7 per cent 
annually. As already stated, in the past 
decade, the current dividend rate has been 
earned at an annual average of more than 
twice over. In one year in that decade, a 
deficit was reported, and in only one other 
year did the 
$11.49. 

Judged by the facts and figures, there- 
fore, if it should please the directors of 
3ALDWIN, the company could 


common 


earn less than 


declaré a 
stock dividend of, say, 50 per cent, and 
could increase the dividend rate to 10 per 
cent. 


Payment on Common 


If the annual average earning power of 
the stock in the past ten years can be 
taken as a reasonable mark to set up 
as the probable future earning power, 
BaLpwin could earn and pay a 10 per 
cent dividend on a common stock capital- 
ization of $30,000,000. And there could 
be earned above that dividend rate a sub- 
stantial surplus which would afford an 
ample margin of safety for the stocks. 

At the current market price of BaLp- 
WIN common, the price would seem to be 
close to the top as a 7 per cent stock, 
provided, of course, that there were no 
possibilities of either an increase in the 
dividend rate or of a stock dividend. 

But, as a 10 per cent stock, the present 
quoted price would afford 
speculative opportunity. 


remarkable 
There is no doubt in the present 
writer’s mind as to the outlook for the 
company. The improvement in railroad 
finances, and the general betterment that 
has come in general trade, suggest the 
probability of larger operations for BA.p- 





WIN for some time to come. There fre- 
quently has been advanced the theory that 
the United States Steel Corporation prob- 
ably would go in extensively to the mak- 
ing of railroad equipment. The Corpora- 
tion for that matter already has developed 
a considerable amount of business’ along 
that line. The activities of the Steel Cor- 
poration would have 
makers of 
like Steel 


some effect upon 
shapes and upon companies 


Foundries. But it does not 
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The above chart portrays in vivid 
manner the remarkable earning power 
back of Baldwin stock as well as the 


great inherent value of the shares. 








seem that they would affect the operations 
or business of BALDwIn, which is a highly 
specialized enterprise. The latter com- 
pany produces approximately 35 per cent 
of the locomotives built in this country, 
and has an extensive locomotive repair 
department. 

BALDWIN this year, month by month, 
has been reporting new business in encour- 


aging volume. Last month the plants 
were operating at 60 per cent of capacity 
Lack of sufficient data, however, makes 
estimate of the probable results for 1922 


rather difficult. The best one can do 


tion in a general way and draw conclu 
sions which, while they may be general, 
at the same time may come close to th: 
mark. 


Drastic Expense Cutting 


Last year the company obtained a large 
margin of profit by means of drastic ex- 
pense cutting. It is unlikely that the same 
ratio of expense reduction can be repeated 
this year, so we will assume that the mar 
gin of profit wiJl have to be lowered to 
around 12 per cent for 1922. It safely) 
can be assumed that there will not be any 
further need for deflation in the locomo 
tive manufacturing business, so that we 
are able to reach a fairly accurate price 
level for production. Without going into 
detail, if the Batpwin works produce 
close to 1,000 locomotives this year (and 
that estimate seems conservative, as the 
big demand has come in the second half 
of the year), the company ought to be 
able to show a net income for this year 
of close to $5,000,000. That is a purely 
hypothetical figure, however, and I would 
not care to have it accepted as a predic- 


“tion in any sense of the word. 


Earned Three Times Over 

If BALDWIN can earn a net this year of, 
say $4,800,000 (last year’s net was $5,- 
044,096, but it was obtained by means of 
expense reduction which it is not likely 
will be duplicated this year), then the 
preferred stock should be able to earn its 
present dividend of 7 per cent more than 
three times over, and the common 7 per 
cent dividend with a margin above re- 
quirements of about 10 per cent. 

The writer believes that the picture 
presented is clear, and that the attractive 
possibilities are brought out without 
prejudice and in a conservative manner, 
without over-discounting anything, or g1\ 


“ing undue importance to a single factor 


Attractive On Recession 

It seems safe, therefore, to set down 
this conclusion: the financial strength 0! 
the company, its indicated earning power, 
and its ability to distribute a stock divi 
dend, and to pay an increased dividend 
on the new capitalization, all add intrinsi 
merit to the stock of BALpwIn, particu 
larly upon any recession from the prevail 
ing market price. 





Orders now booked, insure capacity production 
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Howard Elliott 
Chairman, Northern Pacific Railroad 





A “Cameo” Sketch 
of Howard Elliott 





ees 
we 


Mr. Elliott is the per- 
sonification of diplom- 
acy in railroading — he 
is in his element when 
at a “round table” or 
when composing discord 
into harmony. His pet 


aversion is inharmony. 


6 TeN 
we 


(WRITTEN BY E. MARSHALL YOUNG) 


HEN the house of Morgan came 
W to the realization that, following 
the somewhat startling disclos- 
ires of an Interstate Commerce Commis- 
| inquiry, the affairs of the New York, 
New Haven & Hartford Railroad were 
sorry mese, that public opinion was 
infriendly, and that stockholders were 
recalcitrant, the happy thought came to 
reate a new official position. The result 
the naming of Howarp ELtiotr as 
resident and chairman. Some time later 
vielded the office of president, and de- 
ted his time and attention to inter-cor- 
rate relations. 
But, more than anything else, the par- 
ular business to which Mr. Ex.iotr ad- 
ressed himself—and, probably, the busi- 
ss to which the house of Morgan wished 
1 to address himself—was that of com- 
sing the family differences among stock- 
lders and of creating a more favorable 
iblic opinion toward the New Haven. 


Atmosphere 


To present the sort of picture I want to 
bring before my readers, it will be neces- 
try to call in the support of what the 
novelist calls “atmosphere.” I recall a 
meeting of stockholders in New Haven, 
t far from the beautiful campus - and 
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cloistered halls of Yale. It was the kind 
of day on which one naturally is inclined 
to be dispirited. The rain was descending 
in torrents. Black umbrellas, dripping tiny 
rivulets, moved in clusters to the hall 
where the officers of the New Haven Rail- 
road had summoned them. 

There was sullen dejection in the over- 
cast sky; in the dripping umbrellas. 
Everything in the setting blended. 


It was a well-attended meeting. New 
Englanders link the New Haven with their 
other traditions. In the road’s heyday they 
bought the stock as a matter of pride. 
When the tide of events turned against 
the road, and the stock tumbled on 
‘Change, the calm New England spirit 
waxed hot. They came to the stock- 
holders’ gathering, through the rain, their 
umbrage growing as they waited for the 
President to call the meeting to order. 


Once the gavel had fallen, the first sullen 
attention changed to grumbling. Stock- 
holders rose to their feet to fling questions 
at the harried officials. The chairman 
seemed to have difficulty, not alone in 
keeping his temper, but in convincing the 
audience that one man should be heard at 
a time. 


(Please turn to Page 540) 








Northern Pacific | 
Outlook 
Is Much Improved 





; By Phil Morley 











PaciFic is much improved over last 

year, according to the writer’s ob- 
servation of information made available 
to him by officials of the company. A little 
more than a year ago, 1 was not particu- 
larly impressed by the outlook for this 
road. It was obvious that the slump in 
the lumber industry, and the lack of pros- 
perity in the farming communities of the 
Northwest, had cut deep into the com- 
pany’s sources of revenue. 


'T Paane volume of the NorTHERN 


Outlook Bright 


But the manner in which the manage- 
ment has taken off its coat and sailed into 
the business of cutting expenses and mak- 
ing what freight was obtainable pay a bet- 
ter net return serves to commend the 
ability of those who are the operating 
heads of the company. And the marked 
improvement in the territory served by 
the road which has come in the past sev- 
eral months serves to brighten the entire 
picture. 


The official showing indicates good gen- 
eral merchandise movement, heavy crop 
traffic, and excellent conditions in the 
lumber industry. The shopmen’s strike 
cost the road a pretty penny, as it did all 
of the northwestern lines. But that is 
over with, and it seems to be clear going 
ahead. 

Income Returns Good 


The net operating income of NorTHERN 
PaciFic in the first eight months of this 
year was six times that for the corre- 
sponding period of last year. If the com- 
pany manages to do as well, correspond- 
ingly, in the concluding four months of 
this year as it did in the same period of 
last year, the net operating income should 
be large enough for 1922, together with 
other income, to cover the present 5 per 
cent dividend and leave a substantial sur- 
plus. I would consider NorTHERN PACIFIC 
as being in a strong and attractive posi- 
tion at the present time. 


Officials of the company express satis- 
faction with the manner in which the 
volume of traffic has gained and believe 
that the net results of operations will be 
substantially better than those of last 
year. The possibility of a distribution in 
excess of the 10 per cent dividend by Bur- 
lington appeals to some and, should it 
materialize, the net income of NorTHERN 
Paciric would be higher than the fore- 
going estimate. The company’s holdings 
of Burlington return more than enough 
to cover the interest charges on the in- 
vestment. 
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Railroad Field | 


By 


Warren Lorimer 














ROSPECTS and possibilities in con- 
nection with distribution of huge 

surpluses built up in the past several 
years by various industrial companies have 
tended for a time to thrust almost every- 
thing else into the background. Although 
railroad stocks closed last week and be- 
gan this week with evidence of fairly gen- 
eral strength, they did nothing significant. 
Rail bonds were rather strong early this 
week, if that can be interpreted as mean- 
ing anything in particular. 

Investors were disappointed with the 
showing of net earnings for the railroads 
during the month of August. And, as 
frequently is their habit, they sought to 
some extent to 
into the future. Meanwhile earnings have 
been getting better. 


project those showings 


If investors are wise, they will not allow 
either the bad general showing for 
August, or the prevailing excitement over 
stock dividends past and possible, to dis- 
tract their attention from the railroad list. 

It is worth something to know that the 
St. Pau, for example, is doing better 
every month; or that Rock IsLANnp is 
making up for its poor August; that the 
roads handling coal are doing 
business, with dispatch. 


a record 


It also is 
know that the 
freight and 


particularly 
loadings of 


interesting to 
miscellaneous 
merchandise have been in- 
creasing steadily in the past few wecks. 
One can determine, to a marked degree, 
the manner in which business is improv- 
ing by the showing of merchandise being 
loaded for shipment. Judged by indica- 
tions, business trend is very satisfactory. 
In the week ended September 30, the 
railroads loaded 36,000 more cars of mer- 
chandise and miscellaneous freight than 
in the same week of last year, and 39,061 
more cars than in the same week of the 
big year of 1920. 
x * x 
F I mistake not, 
speculatively 


some food for the 
inclined will be found 
in the resumption of hearings regard- 
ing proposed consolidations of railroads 
in pursuance of the terms of the Trans- 
portation Act of 1920. While the proposals 
so far promulgated are purely tentative, 
and really are to be observed as a basis 
for procedure rather than a cut and dried 
program which the carriers will be com- 
pelled, willy nilly, to follow, the hearings 
of the various roads which have been 
grouped as suggested consolidations should 
be followed with keen interest. 
There are a great many railroads now 
operating in different sections of the 


(Please turn to Page 547) 
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pee ‘| A Good Rail Security to Hold 


The coal strike cost most of the carriers a great deal of money, and earn- 


ings statements, with but few exceptions, were disappointing. 
Western, however, was an exception to the general rule. 


benefited this road. 


Norfolk & 
The strike actually 


The road serves so-called non-union fields and, from 


the moment that the walk-out in the unionized mines took place, production 
in the mines served by Norfolk & Western was pushed with the result that 
the facilities of the company were taxed to the utmost and gross revenues 


totaled much higher than for the corresponding period of last year. 


in net revenucs was large. 


T is an ill wind, indeed, that does not 
bring good to someone, and the merit 
of the old adage is emphasized by 
the effect of the anthracite strike upon 
the earnings of the NorroLK & WESTERN. 
This road has a fairly noteworthy record 
and the 


statistics reveal a commendable 


stability of net results 
The stock is 
around 122, and pays 7 


from operations. 
common selling currently 
The 
fortified and, 
if the trend of money rates is seeking a 
lower permanent level, the shares should 
be able to command, ultimately, a price 
around 140. And that figure is not an 


arbitrary limit either. 


per cent. 
dividend seems to be well 


In the second quarter of this year gross 
earnings of the road were fully 30 per 
cent than in the corresponding 
period of the previous year. In the first 
six months gross totaled $46,012,874, as 
compared with $39,198,439 in the first half 
of 1921. The gain in net stands out, 
however, in a more startling fashion. Nét 
for the first half of last 


larger 


year totaled 


“Clover Leaf’ 


Increase 


$4,531,825, and at the end of the first six 
months of this 
$14,030,687. 


year the total was 


If the second half of 1922 runs tru 
to the form of the preceding six months. 
NorFoLkK & WESTERN should earn for the 
full year about $21 a share for the capital 
stock. That three times the 
amount required for commen stock divi- 
dends. 


would be 


But, taking into consideration the 
net results for the first half of the year, 
and allowing solely for normal seasonal 
variations, there should be a balance for 
the common of at least $15 a share, which 
would be more than double the common 
stock dividend. 


If the attractiveness of bonds, from the 
standpoint of safety of principal and in- 
terest, is judged by the manner in which 
interest is earned, then the fact that the 
margin of safety in this respect is better 
for NorroLK & WEsTERN than for most 
railroads should be a strong recommenda- 
tion. 


Grows Strong 


When the Van Sweringens, of Cleveland, and their banking associates 
acquired control of the Toledo, St. Louis & Western, otherwise known as 


, 


the “Clover Leaf, 


Tue FInanctaL Wortp predicted carly evidence of 


renewal of earning power and suggested the advisability of giving the bonds 
of the road a provisional rating which would indicate reflection of their 


improved status under the new management. 


Our confidence in the Van 


Sweringen ability has been justified by subsequent operating results. Un- 
doubtedly the “Clover Leaf” has benefited materially by reason of tts being 
a unit of the Nickel Plate system, as reconstructed by the Cleveland interests. 


OR a number of years the “CLOVER 
Lear” was considered a line of only 
importance, connecting 
St. Louis and Toledo by a direct line that 
had no important traffic connections along 


secondary 


the line and was dependent entirely upon 
the Grand Trunk, with which it had cer- 
tain traffic arrangements. It formerly 
was one of the “HAWLEY group” of roads 
and, twenty years ago, it was able to 
make a fairly satisfactory record as to 
earning power. 

It is somewhat interesting that, as far 
back as 1907, the Street was accustomed 
to think more of “Cuover Lear” as a 
possible source of profit should one of 
the larger lines wish to purchase it. Net 
earnings, or possible future earnings, were 
not very influential factors. Price quota- 
tions were based largely upon what in- 
vestors guessed the worth of the securities 
to be in the event of a sale. 

Of late years, however, the road has 


managed to give a better account of itself 
as an earnings machine. But its 
pronounced demonstration has come since 
the advent of the VAN SWERINGENS. 
During the strikes results 
outstanding, when compared with many 


most 


recent were 
other lines. 

In the first eight months of this year 
the road earned a net that was double that 
for the corresponding period of last year 
And in the eight months all bond interest 
was earned twice over. Gross revenues 
were 17 per cent ahead of the same 
months of last year. 

The first mortgage 4 per cent bonds 
of the “Ciover Lear” which amounts to 
$6,500,000 and are due in 1950, are selling 
at about 75. They seem quite attractive. 
They are junior in lien to the prior 3%s, 
which total $9,575,000, but, as all interest 
is being earned with a substantial margin 
of safety, the junior character of the 4s 
is relatively unimportant. 
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Lunches on Chain-Store Plan 


The chain-store idea almost daily proves its practicability. We find it 
applied in the sale of merchandise, in the sale of coal, in the sale of drugs. 


And now we have it demonstrated in a rather interesting way in the busi- 
ness of satisfying the pangs of the busy man’s hunger. In 1914, the Ex- 


change Buffet earned a net available for dividends of $253,943. 


For the 


year ended April 30 last, the net was $538,258. The company has grown from 
a small beginning to a line of thirty-five restaurants and forty-two cigar 
stores. Capitalization consists solely of capital stock, there being no bonds, 


notes or preferred stock. 


EEDS of the busy man, whose 
N time for lunch is limited, are the 

concern of the ExcHANGE BuFFET 
Corporation, whose lunch places are scat- 
tered through the business centers of New 
York, Brooklyn and Newark. And satis- 
fying those needs has proved to be a 
profitable business, as the statistical rec- 
ords of the corporation show. 

From a modest beginning, the company 
has branched out, and intends to complete 
further expansion. So far, the develop- 
ment of this chain-store lunch business 
has been financed out of earnings and from 
the sale of stock. Today, the company is 
well suplied with cash; well enough to 
meet all current liabilities. It has no bank 
loans, and earnings are growing consist- 
ently. 

The Corporation has paid dividends reg- 
ularly since 1902, and the last seven years 
have resulted in a noteworthy record of 


improvement. In that time net earnings 
have more than trebled. 


Properly and efficiently handled, the 
chain store idea of distributing or selling 
merchandise, or things entering into the 
needs of daily life, is certain to be profit- 
able, provided always that prices are not 
prohibitive. There is no reason why cof- 
fee and sandwiches cannot be retailed 
profitably by a chain of lunch counters, 
suplied from a central plant, in a sys- 
tematic way, than there is reason why 
ordinary articles of merchandise cannot 
be retailed at a profit on the chain store 
plan. 


The growth of ExcHANceE Burret Cor- 
poration has been sufficiently consistent 
to justify confidence in the earning power 
of the corporation so long as men must 
eat, and so long as the system is properly 
managed and operated. 


Pond Creek Earning Surplus 


The strike of railroad shopmen occasioned difficulties for shippers who 


‘ound tt impossible to obtain adequate facilities. 


For that reason, Pond Creek 


Coal has been unable to make as favorable showing of earnings as tt other- 


zise might have. 


Notwithstanding that fact, however, the company bids fair 


to earn wore per share this year than it has in any twelve months in Jts 


uste ry. 


The previous high record was in 1917, when the stock earned $3.92 


a share, and, after dividends, showed a surplus of $480,337, which was the 


largest surplus ever earned. 


The company last year paid 25c a share in 


addition to its regular dividends. The current rate is 15 per cent, or $1.50 


1 share. 


RODUCTION at Ponp Creex Coar 
P mines since June has fallen off, but 
a higher average price per ton has 
re than offset the losses resuitant from 
Judging by the 
inner in which earnings have been im- 
roving recently, and basing estimate 
the net for the first eight months 
of the year, Ponp Creek Coat should be 
le to earn the current dividend about 
ce times over. The company already 

s earned $3.00 per share. 
in the first six months of this year the 
mpany earned a net of $316,824, and 
Imajor portion of that amount was 
rned in the quarter. For the 
rd quarter, it is semi-officially estimated, 
€ company probably will report earnings 
the annual rate of $5 a share. It is 
ssible that a slump in prices for coal 
night materialize, which would tend to 
iminish the rate of earnings for the final 
uarter. But that is scarcely likely. If it 
does not occur, then the stock for the 
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second 





full year probably would show above $4 
a share. 

This company owns approximately 31,- 
000 acres of coal lands in Pike County, 
Kentucky, in which there are about 26,000 
acres of proved coal. A seam of from 
five to seven feet of coal has been re- 
vealed by drillings through a large per- 
centage of the property. Norrork & 
WESTERN serves the company’s mines by 
means of a branch line. 


According to the annual report for the 
year ended December 31, 1921, the net 
tangible assets applicable to the 212,920 
shares of, capital stock were equal to 
$32.19 per share. The stock has a par 
value of $10. 


The capital stock has sold as high as 
351% on the Boston Stock Exchange, and 
as high as 23%, on the New York Stock 
Exchange to the end of June last. The 
current price is around $20, which appears 
to be attractive for the long pull. 








IN THE 
Utility Field 


By 
Byron C. Hall 























NE of the best-informed authorities 
QO in the financial district on publie 

utility securities, as well as on the 
general subject of finance and industry, 
is advising conservative investors to stick 
to sound railroad and public utility stocks 
and bonds, with a view to taking full ad- 
vantage of the ultimate effect. 


The writer believes that such an opinion 
can be endorsed, and the advice followed. 
The utility companies now are enjoying 
considerable prosperity, after having 
passed through a long period of the re- 
verse. It is certain that, so soon as the 
earnings of the companies have become 
matters of general knowledge, or so soon 
as there comes into being any widespread 
belief that the utilities are earning more 
than what some consider a fair return on 
property investment, the chronic objectors 
will come into evidence with demands for 
rate reductions. But, before any such de- 
mand can become effective, the companies 
will have been able to strengthen their 
financial positions, and will have gone 
through a period of intensive develop- 
ment. 

When the time comes for active and 
general demand for lowering of rates, 
there probably will set in a protracted fight 
which will have to be concluded before 
reductions can be made operative. Such 
movements require time. 


I would go so far as to say that, in my 
opinion, the utility companies are in for 
at least two years of prosperous condi- 
tions. For that reason, although there 
have been many advances in prices of 
utility securities, I would advise purchases 
of such bonds and stocks as appear to be 
backed by a growing earning power, by 
strong financial positions, and by gen- 
erally favorable conditions. 


* * * 


HAT sturdy public utility, BRookKLYN 

Epison, this week took its place in 
the stock market limelight, scoring a sub- 
stantial advance on very active buying. 
The movement probably was based largely 
upon expectation of the offering of new 
and valuable rights to stockholders in the 
near future. 

For twenty years, BrooktyN Eprson has 
been paying an 8 per cent dividend and 
has earned the confidence of investors. 
Its record for earnings, and its strong 
financial position, justify the prevailing 
price for the stock. 

ConsoLipaTep GAs came in for attention 
early in the week, recovering the loss sus- 
tained in the previous reaction. The stock 
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These reviews written as of Friday immediately preceding date of this issue 





Industrials 





Allis-Chalmers— 

Some folks are so depressed at what 
it is reported is being earned currently 
by Allis-Chalmers that they have ac- 
quired a fear obsession. They have con- 
that the divi- 
be the 
If there is a rea- 
will, then the 
selling of the stock this week was justi- 


jured up the possibility 
dend payable next month may 
last one for a while. 


sonable chance that it 


fied. It is true that the first half of this 
year the earnings were slim. But that 
does not justify altogether the conclu- 


sion that directors will abandon the divi- 


dend. The company is in a strong finan- 


cial position, which would enable it to 


carry on until such time as earnings 
show full recovery. While such uncer- 
tainty prevails, however, the stock is 
one which could be disregarded for 
something which appears to be in a 
more clearly defined position. 


American Zinc— 

Companies like American Zinc should 
profit substantially as a result of the 
persistent shrinkage in surplus stocks of 
the metal, the supply of which at this 
writing is said to be sufficient for the 
next two weeks if current consumption 
continues at the same rate. Zinc ex- 
perts declare that higher quotations for 
the metal are certain to come very 
shortly. 


Austin Nichols— 

talk of a previously un- 
equaled program of expansion by Aus- 
tin Nichols, coupled with rumors of the 
initiation of 


There is 


dividends for the common 
although the latter may be de- 
a time, despite the fact that 
are running at the rate of about 
$7 a share for the common over the pre- 
ferred dividend. The company has been 
consolidating its business in its present 
field, and is said to have been going 
over the ground carefully with a view 
to reaching out beyond the confines of 
the territory with which it has been con- 
tent in the past. 


stock, 
ferred for 


earnings 


Bosch Magneto— 

Interests credited with 
with the amount of 
business which the auto accessory com- 
panies are doing managed to create a 
lively interest in American Bosch Mag- 


neto this week. Fanciers of Timken 


which 
satisfaction 


are 
great 
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also took advantage of the movement to 
stimulate the action of those stocks. 
Such data as is available indicates that 
all of the makers of accessories are 
doing well and that earnings statements 
for the year will be rather surpristg. 


Burns Bros.— 

The “B” 3urns Bros. seem 
to have been undergoing accumulation 
recently. It is generally believed that 
the company is doing an unusually large 
current business, and there has devel- 
oped within the past few days an appar- 
ently confident rumor to the effect that 
the dividend on the junior shares of the 
common stock capitalization shortly will 
be increased. The “A” stock also has 
come in for some good buying. 


shares of 


Chile and Chino— 

Marked strength was noted this week 
in Chile and Chino, two copper stocks 
which seem to be able to attract atten- 
tion whenever interest turns to the red 
metal list. The favorable semi-annual 
report of American Smelting served to 
stimulate interest in all of the copper 
shares, the two mentioned seemingly 
being the favorites. However, there has 
not as yet been a development in the 
copper industry which would justify un- 
usual interest in the shares at the pres- 
ent time. 


Coca-Cola— 

Activity in Coca-Cola recently is 
predicated largely upon the belief that 
the floating supply of the stock will be 
considerably reduced as the result of the 
formation of a holding company, which 
it is proposed will take over the trust 
certificates. According to all estimates 
when the arrangement is completed 
there will be a relatively small floating 
supply of the stock. There is current a 
rumor to the effect that there is possi- 
bility of the stock being placed on a $6 
dividend basis next month as earnings 
for the year probably will be in the 
neighborhood of $13 a share. 


Consolidated Cigar— 

Consistent betterment of Consolidated 
Cigar’s earnings is providing traders 
with bullish ammunition for advancing 
the stock. No great progress has been 
made in the advance, but the character 
of the daily action of the stock is such 
as to indicate a rather strong under- 
tone. It is estimated that earnings are 
running at an annual rate of more than 
$5 a share on the recently increased 





stock. There is a chance that, should 
improvement continue, the directors 
may resume the preferred dividend 


around the first of the year, which is an 
outlook that is helpful to the junio: 
shares. 


Corn Products— 

One of the large surpluses that have 
been built up in the past few years is 
that of Corn Products, which has ac- 
cumulated undivided profits equal nearly 
to the common stock capitalization. It 
is believed in some quarters that the 
company will distribute a 50 per cent 


stock dividend in December. 


Davison Chemical— 

It always is rather amusing to observe 
the attitude of the Street now and then 
It adopts an air of 
times which, 
comes 


bewilderment at 
practiced assiduously, be- 
a belief. Some such attitude has 
characterized the attitude towards Davi- 
son Chemical, which the Street insists is 
And how the trader does 
love a mystery. The stock has been 
falling steadily for some time, and now 
rests on its old bottom. The explana 
tion given is that the pool which oper- 
ates in it has been liquidating. 


mysterious. 


Iron Products— 

Although Iron Products in the first 
half of this year made very little money, 
current earnings are being estimated at 
around $10 a share on the common 
stock. Demand for water pipe and soil 
pipe, which has been very low for many 
months, is now quite active, and in 
creased building operations and exten- 
sive municipal improvements are having 
a favorable effect upon the business 0! 
the company. An official is authority 
for the statement that orders at present 
on hand are sufficient to keep the plants 
of the company in operation for the 
next sixty days at full capacity. 


Loose-Wiles— 

Although neglected by traders, Loose- 
Wiles clings firmly to around its cur 
rent bid and asked price level. At the 
same time it is difficult to understand 
the apparent failure to recognize the 
merits of the stock when it is observed 
that the financial position of the com- 
pany today is stronger than it has been 
at any time since its early organization, 
and the outlook is looked upon as more 
favorable than it has been for years. 
The company had a long and uphill road 
to travel in competition with this big 
revival, but as a result of conservative 
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management, it has been able to forge 
ahead and lay a substantial foundation. 
There is a large amount of accumulated 
back dividends on the 7 per cent second 
preferred stock, and the fact that the 
shares are quoted at 117 bid and 140 
asked, seems to indicate that there is 
every expectation that something will 

done toward distributing the accumu- 
lation. It is not believed that there will 
be any payment on the common stock 
for some time, as in all probability the 
management will reduce a considerable 
portion of the second preferred accumu- 
lation before it does anything for the 
junior shares. 


Manhattan Shirt— 

Anticipation of a favorable announce- 
ment by officials of Manhattan Shirt oc- 
casioned a sharp rise in the stock in 
the fore part of the week. It is expected 
that an extra dividend either in stock 
or in cash will be declared shortly, and 
as the directors have been liberal in this 
connection in the past, the report is ac- 
cepted with general credence. 


National Enameling— 

A new high level was attained by 
National Enameling just before mid- 
week, when there was active bidding for 
the shares. At this writing, the com- 
mon is quoted at a figure which is more 
than double the low level reached when 
the dividend was passed early this year. 
Current buying is based upon expecta- 
tions that in the near future the common 
stock dividend will be resumed, as the 
company is said to be operating at capac- 
ity on business that will keep it busy 
to the end of the year. 


New York Air Brake— 

Plants of New York Air Brake are 
being operated at capacity, and Septem- 
ber business is said to have been the 
largest ever reported for a single month 
in the company’s history, and were 
$117,000 in excess of those in August 


Pullman— 

Official communication has it that 
Pullman business in the past three 
months has been very satisfactory. The 
company has not been afforded a suffi- 
cient opportunity to demonstrate its 
probable normal earning power. Last 
year was, comparatively speaking, a lean 
one, and difficulties have occurred this 
year to minimize somewhat the show- 
ing. In an analysis of this company 
several weeks ago, a writer in THE 
FINANCIAL Wor p stressed the attractive- 
ness of the company as an earning 
machine in the future, and that is what 
investors must keep in mind, rather than 
what has been demonstrated so far this 
year. 


Punta Alegre— 

Although official statements are rather 
favorable, Punta Alegre Sugar has been 
subjected to selling orders and the stock 
has not displayed any particular power 
of resistance. Officials state that the 


October 21, 1922 


company is in a much better position 
than it has been for some time, although 
its factories in Cuba have run into the 
dull season. The company’s income for 
the last fiscal year exceeded that for the 
previous one, but there were larger de- 
ductions for interest charges, deprecia- 
tion and other expenses, which resulted 
in a loss; this latter is probably the cause 
for the reaction in the stock. 


Westinghouse— 

Our expectations regarding the busi- 
ness of the manufacture of electrical 
goods seem to have been realized. Book- 
ings of companies like Westinghouse are 
running even higher than was antici- 
pated in the first half of the year. In 
the September quarter of this year 
Westinghouse booked business that was 
nearly 50 per cent in excess of the total 
bookings in the same quarter of last 
year. The company, quarter by quar- 
ter, is doing better, and the outlook is 
most encouraging. 





Railroads 





Atchison— 

A new high level was attained by 
Atchison when the railroad stocks were 
taken in hand early this week. The 
Street as present is concerning itself 
with the possibility that this road short- 
ly will segregate its oil properties after 
the manner in which Southern Pacific 
acted and has therefore anticipated 
something very profitable for the stock- 
holders. 


Chesapeake & Ohio— 

In the week’s revival of interest in the 
shares of the carriers, one of the fea- 
tures was Chesapeake & Ohio. Earn- 
ings for the first 8 months of this year 
for this road amounted to $12,139,000, 
which was around $5,000,000 ahead of 
the same period last year. In other 
words, the company was able to earn 
despite the effects of the shopmen’s 
strike the full year’s fixed charges, and 
a balance of $5 a share on the common 
in the first 8 months of the year, allow- 
ing for seasonal variations, the net at 
the close of 1922 should be about $14 
per share. An increase in the current 
dividend rate, in view of the demon- 
strated earning power of the road, would 
be justified, and probably is being dis- 
counted in the current buying. 


Frisco— 

The St. Louis & San Francisco Rail- 
road, whose securities have been gain- 
ing favor of investors quite steadily 
since the road was returned to private 
operation, is doing a heavy business, and 
September earnings are running con- 
siderably better than those for August. 
The company is in fair condition as to 
equipment, although it reports some 
difficulty in getting its cars back. Most 
of the Frisco’s traffic originates on its 
own lines, so that failure of other roads 


to return cars presents an operating 
problem of no small seriousness. 


Lehigh Valley— 

Traders are looking for an increase in 
the dividend rate of Lehigh Valley as a 
result of its coal holdings and the im- 
proved price position of the commodity. 
The directors are to meet next month, 
when it is hoped the old $5 dividend rate 
will be resumed. The company is very 
rich in cash and coal properties, which 
fact serves to emphasize its attractive 
possibilities. 


New York Central— 

Although there have been official 
denials of the rumors that New York 
Central probably will increase its divi- 
dend rate in the near future, confidence 
in the development persists. Earnings 
are showing up well and in marked con- 
trast to those of many other railroad 
properties. In our opinion it is only a 
question of time before the directors 
will allow stockholders a greater partici- 
pation in the profits of their company, 
and for the long pull the stock is an 
attractive one. 





Oils 





Mexican Petroleum— 

There seems to be no limit to the abil- 
itv of Mex Pete to be characteristic. 
With a sudden start in the fore part of 
the week, the stock commanded market 
attention, going several points above 
Standard of New Jersey in the course 
of its rise. A Wall Street agency issued 
a statement to the effect that Pan- 
American probably would increase its 
cash dividend rate and declare a stock 
dividend, also offering an exchange for 
Mex Pete. This statement doubtless was 
what occasioned the almost frenzied bid- 
ding for the latter stock. As the story 
runs, it is the intention of the directors 
of the Mexican Petroleum company to 
offer to their shareholders an opportunity 
to exchange on the basis of 2% shares of 
Pan-American for each share of Mexican 
Pete, such an exchange carrying about the 
same dividend yield. Mexican Pete now 
pays 12 per cent per annum on its stock, 
whereas Pan-American pays 6 per cent. 
In addition, when this merger is affected, 
a stock dividend of 25 per cent will be 
declared by Pan-American, so the story 
goes, which is to be the plum to fall into 
the lap of the Mexican Petroleum share- 
holders if they make the change. 


White Eagle— 

Interest in White Eagle Oil & Refin- 
ing was aroused this week when it was 
announced that the company had pur- 
chased all of the distributing and service 
stations formerly owned by Manhattan 
Oil & Linseed Company of St. Paul. 
These stations are located in North- 
western states and give White Eagle 
approximately 360 service points with 
annual sales of 60,000,000 gallons. 
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hat’s Ahead for Interborough ? 





« New York’s great rapid transit system has escaped receivership. It was 
a narrow escape and was attended by some unhappy incidents. 


@ ‘THE FINANCIAL WorRLD has obtained an expression from an independ- 
ent authority as to what the accepted Plan of Readjustment means to se- 


curity owners. 


Mr. EWEN, who is considered one of the best informed students of New 
York traction problems, asserts that the outlook for I. R. T. is now 
almost as bright as that of the old Holding Company has been black. 


NTERBOROUGH- Rap Transit 

Company has escaped receivership by 

a hair’s breadth. The proposed plan 
of readjustment, which was the means of 
averting such a catastrophe, has passed 
through the preliminary stages of uncer- 
tainty and has now reached a point where 
official announcement of its adoption is 
expected daily. 

One of the unhappy incidents of the 
Plan is the virtual wiping out of the In- 
terborough Consolidated preferred 
stocks. 


and 
Thousands upon thou- 
sands of small investors, apparently never 
fully realizing that the Interborough Con- 
solidated Corporation was merely a “hold- 
ing” company, have purchased its shares 
in the belief that they were acquiring 
stock in the INTERBoROUGH Rapip TRANSIT 
Company, the operator of the giant New 
York City subway system. 


common 


The fact is, that Interborough Consoli- 
dated’s principal asset was a large ma- 
jority ownership ($33,912,500 out of a 
total of $35,000,000) of the capital stock 
of the INTERBoroUGH Rapip Transit Com- 
pany. This stock, however, was pledged 
to collaterallly secure an issue of sixty- 
three odd million dollars of bonds known 
as the Interborough-Metropolitan Collat- 
eral Trust 4%’s. Other assets of the In- 
terborough Consolidated Company com- 
prised a block of stock in the New York 
Railways Company, which operates the 
“green” street car lines, and other miscel- 
laneous investments of no great account. 
The “Consolidated” company’s income was 
derived almost exclusively from the divi- 
dends received the I. R. T.. stock, 
which at one time were as high as 20 per 
cent per annum. 


on 


From Profits to Deficits 


But the period of post-war inflation, 
which caused wages, coal and other items 
of operating expense to mount to unprece- 
dented heights, while the Company was 
disallowed any offset to the added costs 
through an increase in the rate of fare, 
spelt disaster. INTERBOROUGH Rapip TRAN- 
sit was forced to discontinue dividends 
(last payment made on January 1, 1919) 
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By WM. CARNEGIE EWEN 


which meant that Interborough Consoli- 
dated was practically devoid of revenues. 

In March, 1919, a receiver in bank- 
ruptcy was appointed for Interborough 
Consolidated, and on April 1, 1919, the 
4%. per cent bonds defaulted their inter- 
est. Foreclosure proceedings were insti- 
gated by these bondholders and after three 








Wm. Carnegie Ewen 


years of delay and waiting the sale of 
the pledged Collateral has finally been 
accomplished. The assets, however, will 
fall far short of being sufficient to meet 
the claim of the bondholders, which, of 
course, have a prior lien and are entitled 
to payment in full before anything can 
be distributed to either class of stock. 
There can thus be no other result than 
that the market values of Interborough 
Consolidated preferred and common stocks 
will eventually dwindle to nothing and 
the Company will cease to exist. 
Regrettable as the Interborough Con- 
solidated situation is, and costly as it has 
been to the sorrow of a vast number of 





“investors” from Maine to California, it 
has possibly accomplished one great eco- 
nomic good. That is, it has forcibly 
driven home a lesson that usually only 
experience can teach. It has taught the 
inexperienced investor the value of in- 
vestigating before making a purchase of 
any security as well as serving as a con- 
crete illustration of the fact that a low 
price does not always signify cheapness. 


Brighter Prospects 


The outlook for INTERBOROUGH Rapip 
Transit Company, the operating company, 
however, is now almost as bright as that 
of the holding company has been black. 
The Plan of Readjustment scales down 
the fixed charges; it provides necessary 
new money; it arranges for the extension 
for ten years of $34,329,960 notes which 
have passed maturity; and it has defi- 
nitely removed a possible receivership. 
Operating costs are being steadily reduced 
as general conditions continue their trend 
toward a normal basis and sharp increases 
in get earnings may confidently be looked 
for as a result. 

The INTERBOROUGH Rapip Transit Com- 
pany operates, under a contract with the 
City of New York, certain city-owned 
rapid transit lines. It also operates the 
elevated line of the Manhattan Railway 
Co., under a 999-year lease and under 
certain “Certificates” of operation given 
by the Public Service Commission, Under 
the terms of the contract with the City 
of New York, known as Contract No. 3, 
as well as the “Certificates” the company 
is entitled to certain “preferentials” against 
net earnings remaining after the deduc- 
tion of all operating expenses, rentals, 
taxes, and provisions for maintenance and 
depreciation. These preferentials are suf- 
ficient to more than cover all interest, 
sinking fund and other fixed charges and 
to leave a substantial balance for the 
stock. It is also highly significant to 
note that these preferentials are cumu- 
lative. At the close of the fiscal year 
ended June 30, 1922, these accumulations 
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amounted to $7,987,574 under Contract No. 
3, and to $31,958,607 under the “Certifi- 
cates,” to which the company is entitled 
to full payment in each case in addition 
to its specified proportion of earnings, 
before the City of New York can receive 
any payments on account of its share 
of the receipts in each particular in- 
stance, 
Estimated Results 


At the time the proposed Plan of Re- 
adjustment was drawn up, three leading 
firms of independent engineers, namely, 
Stone & Webster, Day & Zimmerman, 
and Coverdale & Coplitts, were engaged 
to prepare an estimate of the probable 
results of operation over the four-year 
period from July 1, 1922, to July 1, 1926. 
These experts based their assumptions on 
a normal growth as to future traffic and 
made due allowance for all fixed charges, 
rentals, and other expenses and payments 
provided under the Readjustment Plan. 
Their findings were, that all charges and 
expenses would be covered with a surplus 
remaining of $6,647,060. 

The inser. accompanying this article 
gives a set up of the capitalization of the 
INTERBOROUGH Rapip TRANSIT Company 
and the leased Manhattan Railway Com- 
pany as it will (approximately) be out- 


standing after all the details of the plan 


have been worked out. The present market 
price of each security is given as well 
as the approximate yield. The list pre- 
sents to the investor quite a diversified 
number of issues, each of which has its 
attractive features in varying degrees 
from a standpoint of sound’ investment 
to one of speculation. 

In the following paragraphs the writer 
has taken up each particular issue sepa- 
rately and endeavored to briefly analyze 
it, pointing out its degree of security as 
well as its future prospects. 


I. R. T. 1st & Ref. 5’s 1966 


These bonds constitute a first lien on 
all the leasehold interests and other 


rights of the company on the subways 
and elevated lines of the system. They 
are further secured by a first lien on all 
power houses and equipment, subject to 
the lien of the City to assure the per- 
formance of the terms of the contract. A 
sinking fund will redeem all bonds by 
1956, the terms of which provide that 
bonds must be purchased up to a price 
of 110, which will be the ultimate price 
received if bonds are held long enough. 


Interest on this issue has always been 
paid regularly and without interruption, 
even throughout the worst of the com- 
pany’s difficulties. There seems to be no 
danger as to the regular continuance of 
this interest and at their present price of 
75, yielding about 7 per cent to 1956, the 
bonds appear to be in line for further 
appreciation, 


Secured Conv. 7 Per Cent Notes 1932 


These notes are secured by specific 
pledge of $1,736 par value Ist and Ref. 
5s of 1956, behind each $1,000 note which 
is the equivalent of the lst and Ref. 5’s 
being pledged at a price of 57%. The 
notes are to be convertible into the bonds 
at 80 per cent for the first three years, 
85 per cent for the second three years, 
and 90 per cent for the last four years. 


At the present price of 971%4 (on a 
“when issued” basis) for the notes, the 
conversion level of the bonds would be 
78, and as each $1,000 note may be con- 
verted into $1,250 par value of bonds, 
every point that the bonds might sell 
above 78 would cause an advance in the 
notes of 1% points above 97%. For ex- 
ample: If (during the first three years) 
bonds should sell at 90, notes would be 
worth 112%4; with bonds at 100, notes 
would be worth 125. 


The 7 per cent notes, therefore, have a 
somewhat greater degree of security than 
the bonds and their current rate of return 
is considerably higher. They are a slightly 
more conservative purchase than the 
bonds and their speculative possibilities, 


through the conversion feature, are al- 


most as great, i 


Unsecured 6 Per Cent 10-Year Notes 


A direct obligation of the company, but 
unsecured. At present price of 80 (“when 
issued”) yield to maturity is over 9 per 
cent. Company agrees not to sell or issue 
any additional bonds under its first and 
refunding mortgage, while any of these 
notes are outstanding. These notes can- 
not be recommended for sound invest- 
ment, but for a business man or indi- 
vidual who can afford to assume the risk 
of an unsecured obligation, the high yield 
is an attractive feature. 


Interborough Rapid Transit Stock 


The plan of readjustment provides that 
no dividends may be paid on this stock 
prior to July 1, 1926. Thereafter this 
stock may receive 4 per cent after Man- 
hattan Railway stock has received 5 per 
cent (cumulative). Any further disburse- 
ments are to be divided first 1 per cent 
to Manhattan, then 1 per cent to INTER- 
BOROUGH, and so on, but neither issue 
may receive more than 7 per cent prior to 
1956. For a long pull INTERBOROUGH 
Rap TRrANsIT stock may have good pos- 
sibilities, but the immediate future does 
not appear to hold anything startling for 
this stock marketwise. 

The First Consolidated 4s of 1990 are a 
first closed mortgage on all the elevated 
railways (except that of the subway sySs- 
tem) of the Borough of Manhattan and 
Bronx, consisting of over 38 miles of main 
line, double tracked, and 42 miles of third 
track and sidings, also power house, sub- 
stations and other valuable properties in 
New York City. Under the lease of the 
Manhattan Railway the I. R. T. assumed 
the payment of interest on these bonds as 
well as the Second Mortgage 4s. The 
First Mortgage 4s are a well-secured issue 
and legal for savings banks in New York 
and New Jersey. Interest has always 
been met regularly since issuance in 1890, 

(Please turn to Page 544) 








Ist & Ref. 5% Bonds, due Jan. 1, 1966 


Unsecured 10-year 6% Notest 
Capital Stock (Par $100) 


Manhattan Railway Co.: 


Capital Stock (par $100) Guaranteed 





¢ Due date not definitely decided. 





| 


Secured 10-year 7% Convertible Notes, due Sept. 1, 1932... 


Ist Consol. Mtg. 4% Bonds, due April 1, 1900 
2nd Mtg. 4% Bonds, due June 1, 2013 


Interborough Rapid Transit Company | 


CAPITALIZATION 


Showing, approximately, the various Bonds, Notes and Stocks that will be outstanding after the 
Plan of Readjustment has been concluded. 


Outstanding 
*$154,446,000 
34,329,960 
10,500,000 
+35,000,000 


40,683,000 
4,523,000 
60,000,000 


* Does not include $59,602,000 of these bonds pledged behind the 7% Notes of 1932. 
+A very large proportion of this stock will be in the form of Voting Trust Certificates. 





Approximate | 
Market Approximate | 
Value Yield 

75 7.00% | 
97% 7.35% =| 
80 9.10% | 
i sheet | 
70 5.80% 

65 6.15% | 
52 See Text 
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By THE OBSERVER 


There has come over our press a 


Great belated recognition that the enor- 
Mark mous speculation in German marks 
Swindle 


which started with the signing of 
the armistice was a gigantic swindle 
engineered by German financiers. 

The editorials appearing in various newspapers read 
as if this was a recent discovery, though the suspicion 
that Germany was taking advantage of the American 
spirit to take a speculative chance to buy good money 
with a depreciating currency has long been entertained 
by shrewd observers. 

More than a year ago THE FINANCIAL Wor -p in an 
article, “The Fainting German Mark,” predicted with- 
out reserve that the mark was fast plunging to the 
vanishing point. Even at that time the government’s 
printing presses had increased the outstanding mark 
currency to over 180,000,000,000. 
490,000,000,000. 


Estimates of the amount of money American inves- 
tors have sunk in marks vary, some of the newspapers 
placing it as high as $2,000,000,000 in our good Amer- 
ican gold. Whatever is the sum, it represents real 
wealth transferred from our shores to the coffers of 
shrewd German bankers. 


It is now over 


For the marks they have 
loaded on us they received all the way from eight cents 


per mark down to one dollar for each 3,000 marks. 

All hope of restoring stability to the German mark 
has been abandoned. They are about to enter the same 
total eclipse as that which finally blotted out of the 
financial horizon the assignats and the land mandates 
which the French revolutionists issued as long as they 
could find someone to take them. 


Not even a superfinancial genius could squeeze much 
semblance of tangible value into 490,000,000,000 of 
marks behind the vast bulk of which the only real in- 
vestment is the cost of the paper, the ink with which 


they are printed and the manual labor involved in get- 
ting them out. 


According to a Washington dis- 


Future patch, America intends to use her 
Foreign great financial power to check the 
Loans spirit of militarism and extrava- 


gance rampant among some of the 
European powers. 

To accomplish this purpose our Government pro- 
poses to shut off all further loans to the powers abroad 
refusing to reduce their armies to a normal peace basis, 
and to balance their budgets. It feels this attitude 
may help to restore common sense to certain sections 
of Europe. 

We are no longer to act the role of a generous uncle. 
Countries that cannot check their extravagance will 


have to suffer the penalty of their own folly, for even 
private American financial interests will be discouraged 
from offering them financial assistance. 

This is the proper attitude for us to assume. Our 
investors should be protected from venturing into loans 
the proceeds of which are not employed for any con- 
structive purpose but are used to perpetuate a madcap 
policy, or to prolong a whirlpool of thriftlessness. 

If certain powers of Europe want to strut around 
with shining epaulettes upon their shoulders, and with 
swords clanking at their sides, that is their privilege; 
but none of our money is to be had to purchase these 
trouble-making insignia. 


We have other and more useful purposes for our 
surplus capital. 


Seventy years ago a vision came to 


Seventy a small group of men, a vision of 
Years America’s future, such as fascinated 
Ago the late J. P. Morcan throughout 


his long and useful life, and which 
made him hold the view that, whoever was not a bull 
on our country eventually would find himself broke. 
These men, who were looked upon by their friends 
as visionary optimists, lived in the West, when she was 
still an infant, yet they saw the approaching vanguard 
of population marching toward the setting sun, and in 
anticipation of its coming constructed a railroad from 


Chicago to Joliet, Ill., a road which now would be 
called a jerk-water line. 


In those early days this was considered an important 
undertaking. But time has shown it was but the seed 
out of which a giant grew. Most of the members of 
this group of pioneer railroad builders have been for- 
tunate to live to see develop out of the few iron miles 
they laid the present vast Chicago, Rock Island & 
Pacific Railroad with its network of thousands of 
miles of track binding together into one arterial 
transportation system almost an empire. 


Last week this epochal event was fittingly celebrated. 
The old engine and few cars which made the first jour- 
ney from Chicago to Joliet were again run over the line. 
Could they see and speak, what astonishment would 
they not express over the transformation which has 
taken place within these seventy years! 


And they could feel proud as much as the descend- 
ants of the men who gave the road being, for it laid 
the groundwork of wealth and opportunities such as 
the generation which lived seventy years ago could 
never have imagined were possible. It raised cities and 
towns where formerly only the gopher roamed, and 
turned prairie lands into prosperous farms that cannot 
now we bought for less than $300 to $400 an acre. 

That little road grew into a prosperous property, 





chen declined and is now again on the way to renewed 
sperity. But whatever happened to its personal for- 
_it never ceased adding to the wealth of the terri- 

» and people it served. 


A Western writer sees in the con- 


Tax tinuous addition of tax exempt 
Exempt securities a tendency toward two 
Bonds dangers, first, of encouraging mu- 


nicipal extravagance, and second, of 
piling up a national debt which in later years will return 
to plague us. 

We are disinclined to share this writer’s alarm, for 
we feel that all such financing will regulate itself as 
soon as it approaches its own danger. 

According to his estimate, the national debt has 
reached $20,000,000,000 and the debts of states, cities 
and their sub-divisions another $6,000,000,000. 

Neither of these amounts is unduly large for a 
prosperous country with a population of nearly 140,- 
000,000 people, for there must be deducted $11,000,- 
000,000 which Europe owes us, and when that is 
cleared from our national debt, what remains is a 
modest amount. 

As for the other debt, namely the $6,000,000,000, 
representing the value of improvements in civic life 
which they made possible, when that is distributed 


levy. 


With all the unfavorable experi- 


Pegs ences that the world has had with 
on artificial efforts to stabilize com- 
Sand modity prices it still refuses to rec- 


ognize in the natural law of supply 
and demand the most effective regulator. 

In the last analysis it has proven itself throughout 
the centuries of trade the only reliable stabilizer. 

Yet every time commodities sell out of range of what 
is considered a normal price a putative genius steps 
into the limelight with a suggestion how to make out 
of the normal something abnormal. He either pro- 
poses to uplift the down-trodden producer, or crush 
the profiteer. 

But as often as the plans of such an experimenter 
are tried Old Father Experience happens along and 
soon convinces the world how visionary they are. 


For the moment the sick commodity is wheat, and 
its ailments are receiving the serious attention of our 
economic diagnosticians. Their learned treatises on 
the causes of wheat’s anemic condition and the cures 
proposed have been submitted to a special committee 
‘ppointed by Congress to look into this trouble, there 
being a suspicion that the wheat speculators are at the 
bottom of it. 

One of the proposed suggestions for relief, which 
has received considerable attention, is the raising of a 
special fund of $100,000,000 to provide additional facil- 
ities for the storage of wheat, on the theory of provid- 
mg a price stabilizer by keeping the surplus wheat 


stocks off the market until a satisfactory price level is 
reached. 


Such schemes have been tried since Joseph first cor- 
nered wheat only to break down under the irresistable 
pressure of supply and demand. They can no more 
bolster up an artificial price for any commodity than 
pegs driven into the sand can provide a secure founda- 
tion for a house. 


On the theory that the original 


Forms a Standard Oil Co. was a monopoly, 
Bright its dissolution was ordered by the 
Shield Supreme Court. This legal decapi- 


tation has turned out an act of the 
greatest good fortune to the shareholders. 

Since this dismemberment occurred the various ten- 
tacles of the supposed monopolistic octopus have in- 
creased in market value to the extent of $3,000,000,000, 
and in dividends they have distributed a total of more 
than $1,000,000,000. 

What the highest court in the land decreed an evil, 
forms, from an investment point of view, one of the 
brightest shields of the financial world, for in the case 
of the Standard Oil Companies all of them have been 
operated for the benefit of their stockholders, for the 
benefit of the humble owner of a few shares as well as 
the holder of thousands of shares, like Mr. RocKe- 
FELLER. 

In the treatment of their shareholders no corpora- 
tions can claim a cleaner record than the Standard Oil 
group. No charge of stock jobbing has even been 
brought against them. They have never been man- 
aged with a ticker beside the desk of their executives. 

An analysis of the Standard Oil success conclusively 
reveals that it arises from the soundest business prin- 
ciples, economical management, constructive develop- 


ment and a tireless spirit never to rest, but continuously 
to seek new heights to scale. 


This was the spirit of the octopus that a legal decree 
could not destroy. It may have been too big but it 
was not bad, and that was why it lived and expanded 
despite its partition into numerous parts. 


Members of the Investment Bank- 
ers Association of America have 
concluded a very successful conven- 
tion, which they held at Del Monte, 
California, last week. Many subjects 
of vital interest to the investing public were discussed. 


The 
I. B. A’s 


These annual pow-wows are very helpful to the 
fraternity engaged in one of the most essential indus- 
tries of the country, that of raising capital for the de- 
velopment of the nation’s largest enterprises. It can 
be said of the Investment Banker, he is virtually making 
two blades of grass grow where there was only one 
formerly, for as the harvester of capital he aids in the 
growth of business, and as business expands it reacts 
to the prosperity of the nation through the creation of 
new wealth and more employment. 

In the coming issue of THE FinancraL Wor tp the 
outstanding work of the Investment Bankers Associa- 
tion for the past year will be fully revealed. 
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Trend of Things 


(Continued from Page 520) 














pares with $6,785,355 tor corresponding 
period of 1921. 


first 


Seaboard Air Line for 
months of 1922 reports a net 
$2,031,037, com- 
pared with $642,783 for same period of 
last Oil Co. 
300 per cent stock dividend plan. 


Six 
operating income of 
Vacuum announces 
Stand- 
ard Oil of New Jersey announces 400 
per 


year. 


cent stock dividend. 


* * * 


Commodity reports tor the week were 
favorable. Further gains in the produc- 


tion of coal were re- 








leader. 
For the week ending 
October 14, 9,900,000 
tons of 


2 . || ported as a 
| Commodi- | 


iL ties l 


coal is estimated as the production as 











bituminous 


compared with 9,706,000 in the previous 
week. In the corresponding week of 


last vear there were 9,711,000 tons taken 


from the mines. For the year to date, 
soft coal output amounts to approxi- 
mately 290,709,000 tons as compared 


with 314,285,000 tons in the same period 
of 1921. Anthracite output for the year 
to October 7 has totaled only 29,137,000 
tons 71,366,000 tons 
Estimated production of crude oil for 
the week totaled 
1,544,000 against 1,509,050 bar- 
rels in the previous week and 1,162,700 
the 
the preceding year. 


against last year. 


ending October 7 
barrels 
barrels in corresponding period of 
The cotton market 
for the week was active with new high 
the middling uplands 
being quoted in New York at 23. On 
Wednesday the price of cotton jumped 
$15 The 


prices at close, 


per bale. coffee market was 








Bonds 


Investors should ask 
for our October Bond 


Circular. It lists over 
150 issues which we 
are recommending at 
this time. 


Harris, Forbes & Co 


Pine St., Cer. William 
New York 
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quiet. Sugar prices for the week had a 
continued rise, both raw and refined 
taking the upgrade in unison. Pro- 


visions and cereals were irregular with 
cereals showing new highs early in the 
week. Fabricated structural steel sales 
in September declined slightly from Au- 
gust. September sales of 137 firms with 
218,155 tons monthly capacity amounted 
to 135,069 tons or 61.9 per cent of capac- 
ity, compared with 64.9 per cent in 
August and 86.6 per cent capacity in 
April. Price of eight principal products 
also decline to $52.87 as 
last week. The copper 
market was dull, prices remaining the 
same at 13% to 13%. 
week 


showed a 
against $53.21 
Tin had an active 
prices, £171 being 
£165 2s last week. 
Lead for the week was firm and steady, 


with higher 


quoted as against 


6.50 being the average price bid, although 
at the close the bid prices ranged from 
6.70 to 6.85. 
advance to 


Spelter prices also had an 
£34 7s 


£32, 17s in the previous week. 


6d as against 


x ok x 
The bond market was extremely active 


and irregular with a tendency for aver- 





age prices to show a 











decline. Average 

| Bond price for this week 
Market | was fixed at 80.97. 
— Total sales amounted 
to $84,210,000, which was exceptional 
considering the absence of one day’s 


trading in our current week, which was 
accounted for by the Columbus Day 
holiday. Total sales for the previous 


$75,299,000 and for the cor- 
week of last year they were 
$60,430,000. Liberty Bond issues eased 
off the week, probably due to the 
new Government financing. 
railroad 


week were 
responding 


for 
Industrial, 
all 
sym- 
Foreign bonds 


bonds were 
irregular with prices -showing a 
pathetic downward trend. 
held steady. 


and traction 


The stock market had an active week 
with high-priced specialties taking the 
leadership. Advances 
and declines were 
registered with regu- 
larity, particularly 
among the industrial 
group. Sales, with the exception of the 
short period on Saturday, were above 
the million mark each day, showing a 
total for the week, allowing for the holi- 
day, of 5,543,100 shares against 7,457,600 
shares last week and 2,561,400 shares if 
the corresponding week of last year. 
Average prices indicated a slight in- 
crease for the 23 railroads, the figure 
being 75.47 against 75.24 last week and 
56.50 for the same period last year. The 








Stock 
Market 

















price of 18 
showed a slight decline in contrast 4. 
the railroad group, the average figure 
being 95.28 against 95.53 last week and 
65.41 for the corresponding period 


average industrial 


sto ks 


1921. Both the public utility market and 
the curb market were irregular in sy; 
pathy with the big Exchange. 


* * * 


The foreign exchange market for th: 


week was irregular, the Canadian dol! 
dividing honors with 























. sterling for the fa- 
Foreign vorable factors. The 
Exchange Dominion unit has 
now reached a 


quoted price of 1.00125 as compared 
with 1.0009375 for last week. Demand 
Sterling has held up well despite the 
disturbing political news, Demand being 
quoted at the close of the week at 4.461 
against a range last week of 4.41% to 
4.42%. Sterling opened the week 

4.438%. French franc held firm for the 
greater part of the week, opening after 
the holiday at .0757% against a close 
last week of .0752Y4. 


Wednesday’s price, 
The Bel 


gian franc acted more or less in sym 


however, dropped to .0741%. 


pathy with the French france and open 
strong at .0706 against last week’s | 
of .069614, easing off at the close of th 

week to .0691Y%. The Italian lire showed 
a slight decline from last week’s figur 
of .0426 to .0420M. 

was unchanged, being quoted .00033¢ 


The German mar] 


* * * 


The seasonal tightening of money at 








this period is to be expected. Mone) 
rates, however, art 

Money encouraging. Call 
and money was to be ob- 
Banking | tained from 4% to 5 
per cent, comparing 














with 4 to 5 per cent last week and 4 
Time 


the previous 


to 6 per cent last year. money 


showed no change from 
week, being quoted around 4% to 5 per 
cent against 51%4 to 5% per cent last year. 
Commercial paper ranged from 44 to 
434 per cent, same as last week, com- 
pared with 5% to 6 per cent in the same 
period last year. Federal Reserve ratios 
for the week ending October 11 showed 
a decline to 75.7 against 77.4 in the pre- 
vious week and 68.5 in the same week 
of last year. The Bank of England rat¢ 
remains unchanged at 3 per cent. 


. 2-2 
c rpek 
Car loadings as reported for the week 


ended October 7 showed the first declin¢ 
in the many consec- 








utive .weeks of con 
sistent increases. T 
tal loadings 

968,169 compared 
with 998,381 in the previous week and 
899,681 in the corresponding period 0! 
1921. The falling off was due in con 
siderable part to the amount of mer- 


hen 


wert 
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Week’s Bond Market Irregular 


expansion has been making larger demands upon available credit. There 


M )NEY slack has been taken up somewhat in the past six days, as business 


has been no-change, however, in the manner in which the public receives 


security offerings. 


[he reserves of capital for absorption of new issues appear to be far removed 
from the point of exhaustion. Had the new Hershey Chocolate 6 per cent offering 
en made several months ago, and as quickly subscribed, it would have been a 
tter for general comment. But opening of books has become such a formality 
that few give heed to the almost immediate closing. 
The marked strength of sterling helped all European loans, and the British 


erest 


lhe address of Secretary Hoover on 
e question of international debts pro- 
duced, no noticeable effect, although it 
do so yet. 
Some important bankers expressed a 
sition to be perplexed over the tone 
sed by the Secretary, rather than by 
his actual utterances. One man, once ac- 
tive in Wall Street but now retired to the 
perhaps more interesting occupation of 
publicist and student of world eco- 
lomics, remarked to the writer that he 
astonished that a man who, not 


j 


ng ago, declared that “his heart was 

eding for Europe,” could so abso- 
reverse himself. However, the 
word is yet to be said, and the last 

dictum presented, and perhaps it remains 
me “modification” to soften what 
may consider a_ staggering 

itum. 

We have observed that some shrewd 
tors quietly are abandoning low- 
railroad bonds for those of lesser 

In this connection the bonds of 
© may be given honorable mention. 
nd much to commend such trans- 
‘funds. Katy adjustment 5s seem 

be attractive also. We also would 
mmend attention to convertible rail- 

bonds, and other second-grade 
ls such as the 5s of Southern Railway. 

\e repeat: sound medium grade and 
speculative descriptions in the rail- 
and public utility lists afford the 

t attractive opportunities at the pres- 
time. Although pressure against 
issues has been lifted somewhat, 
that the government financing has 
taken care of, it may be wise to 
advantage of the opportunity to 

ch as there is a possibility of the 
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payment influenced the market for bonds of the United Kingdom, forcing 
m up in this market for substantial gains. 


pressure becoming assertive again in the 
near future. 

We would be negligent were we to fail 
of commenting upon the surprising turn 
events have taken in European politics. 
From London this week came rumors 
of a flirtation between the French gov- 
ernment and Soviet Russia. There were 
some grave speculations as to what the 
result might be. But, interesting to 
note, sterling blissfully retained its 
strength and European bonds with a 
New York market paid no attention. 
We surmise that for some time we are 
to be entertained with news of this or 
that political contretemps and that, as 
each new development occurs, or as the 
new rumors make their appearance in 
circulation, the equanimity of the ex- 
changes and of bonds will be undis- 
turbed. 


ee 


Safety Razor Profits Increase 

Profits of the American Safety Razor 
Corporation for the last nine months 
amounted to $703,183, President Joseph 
Kaufman has announced. 

“While the profits of our business dur- 
ing the last nine months give an idea of 
its sound condition,” said Mr. Kaufman, 
“the outlook is even better. Never iu 
the history of our company have we had 
on hand such a large volume of unfilled 
crders. The dollar safety razor business 
is now enjoying a tremendously in- 
creased market. The amount of busi- 
ness done this year is considerably 
greater than last, and there is every 
prospect of even greater business during 
the forthcoming year.” 


Ee I. 


Reorganization 


We still have available for 
distribution a few copies of 
our Synopsis and Explana- 
tion of the Interborough 
Rapid Transit Company- 
Manhattan Railway Com- 
pany proposed Plan of Re- 
adjustment. 


Sent gratis on request 
for Circular F-678 


W™ Carnesie Ewen 


Investment Securities 


Telephone Rector 3273-4 





2 WALL ST. — NEW YORK 























‘*‘Dependable 
Investment’’ 


| An authoritative discussion 
in brief, easily read form, of 
the considerations to be ob- 
served in selecting securities. 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 


A copy sent free 
on request 


C. M. KEYS 








60 Broadway New York 




















Non-Callable 
BONDS 


We have prepared a list 
of attractive long-term 
non-callable issues 
which we would be glad 
to submit upon request. 


Ask for Circular “C-53” 


HoRNBLOWER & WEEKS 


Established 1888 
Investment Securities 
42 Broanway, New York 


BOSTON CHICAGO 
PROVIDENCE PORTLAND, ME. Oetroir 
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An 
Worksheet 


As the builder uses a blueprint—the investor can 
use our October list of investigated Bonds and 
Short Term Notes to guide him in the building of 


This list of October offerings sent upon request. 


The National City Company 


Offices in Over Fifty Cities 


Main Office: National City Bank Building 
Uptown Office: 42nd Street and Madison Avenue 


Investment 
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earnings. 


71 Broadway 








Investment Bankers 


are offered 
Power and Light Securities 
issued by companies with long records of substantial 
We extend the facilities of our organization to those. 


desiring detailed information or reports on any of the 
companies with which we are identified. 


Electric Bond and Share Company 


(Paid-Up Capital and Surplus, $30,000,000) 


New York 














Dear Eddie: 
ELL, Eddie, 
here I am 

again, as the bill 
collector says, when 
he comes to collect 
the eighty-first 
stallment on 


in- 
our 
baby grand piano, and you should be glad 
to hear from me once more. All the 
summer long I have left you by yourself, 
and oser a kick from me at all, so you 
must feel as if you had it a big vacation. 
Well, my own business has been picking 
up, and with their complaints to me, 
y understand, Eddie, I ain’t had much 
time to transfer some of it to you. 

Last week I tried to connect with you 
on the phone, but it wassent no use at all, 
because you was maybe at the Polo 
Grounds explaining to some of your A- 
number, one customers how it is they 
ain’t got no more chance in the stock mar- 
ket than has the Yankees of winning a 
World Serious game. 
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What’s new in the market? Will marks 
ever come back? Should I sell out what 
I have, if I still have it? Who is putting 
up the Standard Oils? Why is it, I 
notice the Copper stocks are always weak 
on Tuesdays, and strong on Fridays, ex- 
cept in Leap year? Shouldn’t the Coal 
strike made it good business for the 
woolen business because people will be so 
cold this winter they will have to wear 
heavy overcoats? 


Please answer me all these questions, 
and if you do so intelligently, I shall be 
much obliged, and also very much sur- 
prised. 


I am still carrying the 100 Erie which 
you told me would positively pay a divi- 
dend some day. Maybe you are right, 
but it will take your grandchildren and 
mine to live that long. How is it you 
didn’t get me into the Chicago & Alton 
just before they went busted? Or was 
that an oversight on your part? You 
usually don’t miss those things. I see 
Pittsburg Coal passed their dividend a 
few weeks ago. Did anybody know in 
advance this was going to happen, and 


why wassent I kept in touch? If you 





‘ sales of his securities to the public. In 


bring its Goliath to his knees? 








know ahead of time some other 
panies which will positively pass thei, 
dividend unexpectedly within the », 
few weeks, make me short of them. 
need some new furniture in the dining 
room, and Flora says I should write \o,; 
to make it for me, so go ahead.and do it. 
From now on I will write you aga 
every week, and if I haven’t any com 
plaints to make on orders, executions, jy- 
terest charges, and market advice, you 
can buy yourself a new black tie, because 
when that time comes, I will be dead. 
Hoping you are the same, also your family. 
I am, 


com- 











‘\ 





Yours, 
Dave. 

P. S. Are’ Liberty bonds a good short 
sale now? 

P. S. Shouldn’t Marine Pfd. be good 
with so many people going to Europe. 
They must be doing a land office business. 
or technically speaking, a sea office busi- 
ness is more correct. 

P. S. Are you bullish or bearish. 
tell me—but don’t give no reasons. 


Just 


re’ 


Ford-Durant Battle On 

Several months ago, when Durant’s 
new Star car attracted so much attention 
in the East and motor row began to fever- 
ishly discuss his prospects of successfully 
competing for supremacy with Henry 
Ford for the trade in cheap cars, THE 
FINANCIAL Wortp contended that Ford 
would meet this challenge with a substan- 
tial reduction in price. 

This supposition was a logical one. 
Last week the “Star” car was exhibited 
in Detroit and made as favorable an im- 
pression there as’ it did in New York 
Being the home of Ford, this popularity 
could not escape his attention. Ford may 
be peculiar in many ways, but when it 
comes to handling his own business he is 
right at home. 

He now announces another substantial 
reduction in price, making the cost of a 
Ford car the lowest it ever has been. A 
Ford touring car, which only a few years 
ago was listed for over $500, can now be 
bought for $268. Ford is rich enough to 
operate a number of seasons without mak 
ing any profits out of his cars—but can 
Durant stand the strain? 

Durant must finance himself through 








this respect he is at a disadvantage. 
: . . a 
It will be interesting to watch this trac 
war. Will the David of the motor world 


——__9——————— 
Kayser’s Earnings 

For the year ending August 31 las 
Julius Kayser & Co. report net pronts 
of $1,685,058 after federal tax and bond 
interest, which is equal after preferred 
dividends to $11.80 a share on the 115,- 
700 shares of common outstanding. Thus 
compared with $618,978, or $7.45 a share, 
on the $6,611,500 old common stock 1n 
the previous year. Kayser’s earnings 
this year furnish a case wherein opti- 
mistic forecasts of big earnings have 
been justified by the facts. 
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oT my : ~. ; ' 
Lhe Foreign Situation Reviewed 
By EDSON READE 


Foreign Department Editor, The Financial World 


abroad.” 




















Mr. Hoover, who, besides being 
President 


rT 5 UROPE can and should pay,” says 


HARDING'S 
Commerce, has enjoyed a considerable 
utation and world-wide admiration as 
capable giver of America’s gifts to the 
edy. 

Secretary Hoover, according to Harotp 
ps SToKEs, Washington correspond- 
to the New York Evening Post, has 
1 cast for the role of international bill 


Secretary 


collector—‘“a rdle that is likely to make 


1 as popular here as it will make him 
1popular 


“Nor all your Piety or Wit, 
Shall lure it back to cancel half a line, 
Nor all your tears wash out a word of it.” 

Secretary Hoover was blunt. He spoke 
with all there remained 
nothing of hope for Europe; at least for 
none save whoever may be forgiven the 
5 per cent which the spokesman of our 
Government admitted might be considered 
as uncollectible. 

It seems, to the writer, that had there 
been a suggestion that debtors and credi- 
tor should get together for the purpose 

of reviewing 


emphasis and 








Personally, 
we have known 
of few bill col- 


lectors of any 
kind who have 
attained any 
great degree of 
opularity. It 


a thankless 
and an unpleas- 


ant job at best. 
But, when the 
debtor is spe- 
cially handi- 


cappe d by 
limitations, or 
is at all doubt- 
ful as to the 
legitimacy of 
any portion of 
the alleged debt, 
the collector 

ho is persist- 











Herbert Hoover 


the debts and 
the ability of 
the debtors to 
discharge, Eu- 
rope might 
have received 
less of a shock 
than that which 
no doubt was 
experienced 
when the news 
of the declara- 
tion reached the 
‘interested part- 
ies. We feel 
that Mr. Hoov- 
ER was need- 
lessly brusque. 
However, this 
department for 
some time has 
maintained a 
neutral attitude 
regarding in- 














whe 
ent becomes, 
for his efforts, doubly unpopular. 
Coming so soon after the noteworthy 
addresses on international debts of such 
distinguished men as Mr. Tuomas W. 
LaMont and Mr. REGINALD McKENNA, 
the declaration of Mr. Hoover this week 
at Toledo overshadows anything which 
might be covered in this department in 
this issue. 
There are a number of economists, men 
of some standing in their profession, who 
e of the opinion that the question of the 
ndling of the debts of the Allies to 
America is the most delicate problem 
waiting adjustment and that, upon Amer- 
’s attitude in that connection, depends 
future life of the nations involved, 


ith of Great 


h the possible exception 
ritain, 

Mr. Hoover’s declaration reminds the 
litor of this department of a stanza 
m Omar’s Rubaiyat. His insistence 
hat Europe can and should pay possessed 
mething of the solemn finality of the 
rsian Poet’s Moving Finger which, 
having Writ, moves on. One recalls the 
igic words: 
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vestment in 
foreign bonds as it was felt that neither 
political nor economic conditions abroad 
were such as to encourage confidence. 

If one may be permitted the expression 
of a purely personal opinion, one would 
inquire if it would not be best to assert 
our readiness to adjust the terms of re- 
payment so as to aid instead of to obstruct 
foreign rehabilition. Would we not gain 
more by such a course than by insisting 
upon the due and forfeit of the bond? 
insisting, without giving proper 
recognition to such facts as were brought 
to our attention last week by Mr. LAMontT 
and Mr. McKenna, as reported in this 
publication, might we not be overlooking 


In so 


the possible spilling of blood in cutting 
our “pound of flesh’? 

It must. be admitted that, despite the 
horrible example of the World War, a 
large portion of Europe still is wearing 
the insignia of Mars and is strutting on 
the brink of a sleeping volcano. 

As we go to press, the world has been 
informed that Lloyd George has fallen. 
It is impossible at this writing to discuss 
the consequences, but it is significant that 
London markets have not been upset. 





F inancing 
American 


Industries 


The Investment House plays 
an important part in the de- 
velopment of our country’s 
industries. Securities are cre- 
ated, purchased by bankers 
and resold to many small in- 
vestors. The funds are used 
for industrial expansion, which 
is obviously of great benefit 
to the country at large. 


We own and offer sound in- 
dustrial bonds 


To yield from 
6% to 8% 


Send for Circular Hy181 


Memill, Lynch & Co. 


Members New York Stock Exchange 
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STOCKS | 


| with a brief analysis of each 
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MALLINSON 


We have issued a 
special circular analyz- 
ing the position of the 
7% Cumulative Pre- 
ferred Stock of H. R. 
Mallinson & Co., Inc. 


Write for Circular No. 1615 
Spencer Trask & Co. 


25 Broad Street, New York 
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Members New York and Chicago Stock 
Exchanges 























Cities Service 


Company 


SECURITIES 


Bought—Sold—Quoted 


CLAUDE MEEKER 


NEW YORK 
71 Broadway 


COLUMBUS, oO. 
8 E. Broad Street 








Bertron, Griscom 


& Co., Inc. 





INVESTMENT 
SECURITIES 


40 Wall Street, New York 
Land Title Bldg., Philadelphia 

















100 Years of Commercial Banking 


COATAY 
CHATHAM & PHENIX 
NATIONAL BANK 
1, Capital, Surplus & Profits $20,000,000 
BANK 


149 Broadway, Singer Bidg. 
queue, And 12 Branches 


— 





























Lawrence Chamberlain Co. 
Incorporated 
115 Broadway New York 




















538 








Notes by 
The Saunterer 


In Wall Street 




















man has the habit of tapping his nose 

with his forefinger when he is at a 
loss to reach a decision on some matter 
of importance. Some men ruffle their hair, 
or twist buttons, or beat a finger tattoo. 
The habit of nose tapping was a sure in- 
dication of mental indecision on the part 
of Larry Livincston, central figure in 
Epwin_ Lerevre’s Reminiscences of a 
Stock Operator, which is running serially 
in The Saturday Evening Post. 

One who has been in and around Wall 
Street for a number of years does not 
encounter any difficulty in recognizing the 
nerviest speculator of the present day in 
Livincston, which is a compliment to the 
author. I believe that I have observed 
that peculiar idiosyncrasy on the part of 
that man when in the throes of an en- 
deavor to determine a course of action. 

I have just finished reading the current 
instalment 


I: is interesting to know that a certain 


of Reminiscences. Two epi- 
sodes are particularly interesting. The 
one deals with the “ups and downs of 
Guiana Gold,” which, after selling on the 
curb at 50, or close to it, was listed on 
the Stock Exchange, where it started at 
around 35 and then began a downward 
movement which ended with a drop to 20. 
I seem to discover behind the disguise of 
the name a certain oil development whose 
career became menaced, apparently, by the 
sudden intervention 
foreign seepage. 


of a deteriorating 
There may be no con- 
nection, but could Guiana and Mexican 
Seaboard be identical? 

* * * 


HE other episode has to do with a 

whimsical performer on the Stock 
Exchange which the author gives the in- 
teresting name of Tropical Trading. Here 
I suspect is cloaked a certain well-known 
occasional market stellar performer which 
perhaps has brought more traders to the 
verge of heart failure than any stock of 
recent vintage. 

Tropical Trading is described as a stock 
in connection with which many insisted the 
insiders were more concerned about 
fluctuations than about encouraging per- 
manent investment in it. 

Asking why traders continue to go “up 
against the game,” LivincsTon is quoted 
as saying that “they like action, and they 
certainly get it in Tropical Trading. 

While reading of the pseudo Livrnc- 
STON’S operations, and reasoning in con- 
nection with Tropical Trading, I could 
not but think of that prize gyrator of the 
Big Board, MerxicAN PETROLEUM, with- 
out wishing for a minute to attribute any 
of the motives described by LEFEvRE to 
anyone connected with the market in Mex 


Pete. But [ know of no stock on the list 
which can move with more surprising 
swiftness, and about which there are so 
many rumors, and so many suggestions re- 
garding supposed “insiders.” 

Speaking of a “liking for action,” I be- 
lieve that greater losses have been sus- 
tained by that weakness in the make-up 
of the 


average  speculatively-inclined 
trader, great and small, than by almost 
any other failing. Another weakness 


which is brought out quite effectively by 
Mr. LeFevre is the propensity so many 
traders have for wanting to know what 
the alleged “insiders” are doing, or think- 
ing of doing. 

Tue Nationat City Company, I think 
it was, has used a series of advertise- 
ments in which investors are advised to 
beware the lure of “I hear that——” 
which one may overhear in the club, or 
in a street car, or almost anywhere. In 
other words, just beware of gossip. 

ec = 
OMING back to Larry Livincston, 
I have remarked that the picture 
LEFEVRE has drawn reminds me of a cer- 
tain figure in the public eye just now 
whose operations have had a somewhat 
elaborate stage-setting. 
If Larry and the man I am thinking of 


‘are one and the same, the fact is interest- 


ing. It is whispered (there I go, doing 
just what I have warned against) that 
he has wandered into quicksands, or has 
been to the edge of them recently and 
needs must turn to the public for a plank 
upon which to cross to terra firma, or else 
had decided no longer to speculate with 
his own money. 

Which reminds me that I have read an 
advertisement of The Saturday Evening 
Post to the effect that it soon will publish 
another series by Mr. Lerevre on the 
manner in which new stocks are brought 
out. 

That is interesting. The ways, and the 
reasons, sometimes are peculiar, as ways 
and reasons so frequently are, 
“other people’s money” is being sought. 
It will be equally interesting to read the 
new series, and to watch the future of 
LARRY. 


when 





0 


New York Air Brake 
Stockholders of the New York Air 
Brake Company bought about 75 per 
cent of the 100,000 shares of “A” stock 
recently authorized and offered at $50 
a share. I 





The unsold balance will be 
offered to the public and application wil! 
be made to list both the companys 
stocks on the Stock Exchange. 


0). 


Sears-Roebuck Up 

A lively demonstration was staged in 
Sears-Roebuck this week which carried 
the stock well forward on a large vol- 
ume of transactions. The run-up was 
helped by announcement that the com- 
pany had paid off in cash its 7 per cent 
notes amounting to $16,500,000 which 





were due October 15. Montgomery 
Ward’s activity was a movement i 
sympathy. 
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t] ling of 
that of the $1,500,000,000 subscriptions 
ffered, all 


Sil, 


iressed in Wall Street that, 


investors have been 

















Suggestions for 


MUNICIPAL BOND BUYERS 














the week was rather a quiet 


T: municipal bond market for 
affair, made pronouncedly so by 


he intense interest in the Government’s 


financing. As was stated in this 
rtment last week, the judgment of 

ry MELLON in issuing new financ- 
¢ stands out as a bright spot in ad- 
dicating the limits of market absorb- 
It is seldom that the keen financial 
the market are so badly 
led in their prognostications as they 
ere on the results of subscriptions to 
government long term loan. 


iges oO! 


new 


[hat it would be oversubscribed, at the 


per cent figure, everybody had been 
nfident enough. But the surprise lay 
the overwhelming percentage of cash 


ubscriptions as compared to exchanges, 
is it had been anticipated that the latter 


iid be in larger volume. Of course, 


he books have not been closed on the 


change subscriptions at this writing, 


but it is not believed that they will as- 


e any proportions that will contrast 
cash applications. It was some- 
a shock to bankers to learn 
but $150,000,000 were in 
The theory was rather generally ex- 
in making 
r forecast, the bankers had failed to 
‘ognizance of the fact that wealthy 
sailing close to the 

nd with their funds for many months, 
nd that a vast amount of such money 
just creeping back into the investment 


‘ ld 


(he appetite that has been worked up 

such issues as bear the privilege 
tax exemption cannot but make itself 
lt in the market for municipals. In- 
ors realizing the benefits to be ob- 


ments. Railroad bonds are fast ap- 
proaching the levels, as to yield, at 
which some of the best of municipals 
are being offered, around 4.50 per cent. 
The added feature of tax exemption 
will contribute materially to the demand 
for the offerings of our municipalities. 
Liberty Loan 4% per cent 
showed weakness following the 
financing reaching the lowest levels for 
more than a month. It is not expected, 
however, that in view of the large de- 
mand for the new issue, that these will 
drop much lower. The payment during 
the week of $50,000,000 by Great Bri- 
tain for interest did not create even a 
little excitement. The greater part of 
this payment will be used in paying 
Liberty Bond interest that is now due. 


issues 
new 


Notwithstanding the assertions so fre- 
quently made as to the “flood” of tax 
exempt securities, an honest investiga- 
tion would reveal no doubt an output 
of new railroad, public utility and in- 
dustrial securities as great or in greater 
proportions to State and municipal of- 
ferings as previous to the day of high 
income taxes. It is erroneous, more- 
over, to hold that the offerings of for- 
eign securities in the United States at 
high interest rates constitute a damper 
on municipal borrowing. Because of 
refunding of the largest foreign loans, 
there is less amount of these bonds out- 
standing than during or immediately 
following the war. The outcry for a 
damper on new financing that comes 
from all sides is not at all warranted. 
It is not the amount that needs careful 
scrutiny but the methods used to raise 
funds that will lead toward adjustment. 
A country developing as rapidly as ours 
naturally calls for extended fund rais- 

















ed from such issues will without ing by its units, but this financing is 
loubt turn their funds to the field that well in proportion to the extent of 
fers the most comparable induce- growth. 
Suggestions | 
Security % Rate Maturity Price % Yield | 
ederal Land Bank, Optional 1932...... 4y, 1942 101.50 4.30 | 
Lincoln County, Minn., Road ................ 4% 1932 103.20 4.35 | 
Royal Oak, Mich., Genl. POM nna 44 1952 102.51 4.35 | 
Cache County, Utah, Road .................... 5 1933-34 var. 4.50 | 
Grand Island, Neb., Sewer .......-........---- 4y 1942 100.00 4.50 
Liberty Central Joint Stock Land Bank 5 1952 103.25 4.58 | 
‘irmingham, Ala., Market House ........ 5 1932 103.05 4.60 
Granite City, IL, Punume 2.................. 54 1931-34 var. 4.60 
Louisville, Ky., Joint Stock Land Bank 5 1952 103.00 462 | 
“ogan County, West Va., Road ............ 5 1940 103.54 4.70 | 
San Antonio Joint Stock Land Bank.. 5 1952 102.50 4.67 | 
Goldsboro, N. C., Water -..-ccccccccccoces-oe 5 1925-51 var. 4.70 
Goldsboro, N. C., Street Imp. 2.2.0... 5 1924-42 var. 4.70 | 
Cameron County, Texas, Road ............ 5Y%4 1950-52 var. 4.90 | 














Listed 
Preferred Stocks 
Yielding Over | 
6% | 


tabulated in a bulletin 
we have just prepared. 
All enjoy active mark- 
ets and are entitled to 
a high investment 
rating. 
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Houghteling & Co. 





PAPER MILLS 


We offer the notes and 
First Mortgage bonds of 
leading newsprint mills, 
thoroughly recommend- 
ed after full investigation 
at attractive prices. 


Ask for Circulars 
Nos. 10-X and 12-X 


Peabody, | 
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More Than 9% 


return 


on first class public utility pre- 
ferred issue. 
Better than an 8% return on splendid 


industrial stock. 


Both issues are listed on the New York 


Stock Exchange and are entitled to a 
much better investment rating. 
Subscribers to our DAILY MARKET 
SERVICE are buying these and other 
investment and speculative invest- 
ment bargains. 

Full details to subscribers. 

You should have our service at once. 


Details on request, also FREE, our cir- 


cular regarding cumulative preferred 
stocks with dividend arrears up to five 
times what they are selling for. 


of them paying dividends NOW. 


Some 


Address Dept. FW-5 


‘fawn Topics financial Bureaus 


IN CONTINUOUS EXISTENCE 33 YEARS 


44 BrRoap St., NEw YorkK 











To the Point 


The news and articles of the AMER- 
ge BANKER always have that qual- 
ty. 


Mr. H. C. Burke, Jr., Director of 
Public Relations of the Continental Na- 


tional Bank of Fort Worth, Texas, 
writes: 


“I am a very enthusiastic reader of 
the American Banker. It is published 
with sufficient frequency that the news 
and information is always “hot.” Your 
data is meaty, and a busy man can get 
a complete survey of the general bank- 
ing and economic conditions, changes 
and movements in a minimum time.” 


Pin a dollar to this advertisement 
and send for three months’ trial. 


: Amvprican Banker 


Oldest and most read banking journal 
in America. 


67 PEARL STREET 
NEW YORK, N. Y. 


35.00 Per Year. 15 Cents a Copy 
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STOCKS 


MacQuoid & Coady 


Members New York Stock Exchange 
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Guanajuato Power & Electric 6s 
and Stocks 
Cent. Mexico Lt. & Pr. 6s and Stock 
Empire Lumber 6s 


52 State Street 
Mass. 
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Howard Elliott 
(Concluded from Page 525) 
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Holds Hearers 


Then a big, good-natured looking in- 
dividual stepped to the center of the plat- 
form. He raised his hand, smiled, and 
began speaking in an ordinary conversa- 
tional tone. The rain continued to beat on 
the windows, but one noticed that men all 
over the hall settled into their chairs, for- 
getful of damp clothes and soggy shoes. 

The speaker was Howarp Etiiott. He 
looked to me like a genial, well-fed, in- 
dividual whose greatest happiness 
gained from “settling things.” He made 
tricks of speech. There was 
seated beside me a little cantankerous mer- 
chant from a small New England town 
who had several shares of New Haven 
tucked away which he intended to pre- 
serve as a family heirloom. He had come 
to the meeting more hurt than angered. 
He felt as if some treasured idol had 
turned out to be a fake. 


was 


use of no 


“T calculate the road’s going to come 
out all right after all,” he remarked to 
me later on. He had been satisfied. 


The general effect of that talk of 
Howarp E..iott’s was to put his hearers 
in a better frame of mind. I thought they 
were going to move a vote of confidence 
in the management. At any rate, there 
was a man at that meeting who wanted 
to organize the recalcitrant stockholders. 
He gave up the idea. 


Prefers Old Methods 


I asked Mr. Exxiorr what he thought 
about the new shop crafts organization 
which is being perfected. His answer 
was what I expected. He is just a little 
old-fashioned; at least that is the im- 
pression he gives. One would imagine him 
at the head of a college; at his best when 
the students were inclined to get out of 
hand. He prefers old-fashioned methods 
to “new-fangled” notions, 


“A return to the old-fashioned days, 
when management and employees sat down 
to the table and worked out their prob- 
lems together will go far toward averting 
trouble.in the future,” he said. And I 
cannot imagine any employee of the 
NorTHERN Paciric feeling ill at ease when 
called into the presence of the chairman. 
Nor can I imagine loud-voiced belliger- 
ency at round-table conferences between 
employer and employed, with 
E.uiott at the head of the table. 


Howarp 


Capable Representative 

When the federal authorities were get- 
ting ready to turn the railroads back to 
private operation, the Association of Rail- 
way Executives wanted to be represented 
in Washington by a man who could sit 
down with the federal representatives, talk 
things over, arrange terms and conditions, 
and get for the railroads what they be- 
lieved they were entitled to. I have it on 





the authority of several high officials 
the carriers, as well as other competent 
authorities, that whatever the railroads did 
get they owe to Howarp ELtiorr. 


I do not think that, were Mr. Exuiorr ¢ 


speak freely, he would say that he wa 


satisfied with what he did with Ney 
Haven before going back to Norrueryn 
Paciric. He had a big problem, and a 


bewildering mass of conflicting interna] 
politics to contend with. But during his 
term of office the New Haven advanced 
and its operation improved. 
greater esprit de 
had existed. 


There was 


A 


corps than previously 
And, had he remained, and 
had all things been equal, New Haven 
probably would be better even than it j 
today. 
O-———. - 
London’s Position Important 


In any examination of the factors un- 
derlying the increasing prominence of 
foreign issues among the new security 
offerings in the United States, London’s 
traditional position as money-lender to 
the world cannot be disregarded, states 
the current issue of The Guaranty Sur- 
vey, published by the Guaranty Trust 
Company of New York. Looking at the 
question from that angle, The Survey 
continues, it is realized that serious con- 
sideration must be given to certain sig- 
nificant developments in the capital mar- 
ket in England which have accompanied 
the growing volume of 
financing here. 


international 


Output Stable 


The annual output of securities in Eng- 
land was relatively stable in the six years 
preceding 1914. Dealing with only those 
items which represent a contribution of 
new money—refunding issues, unless 
otherwise noted, and short-term govern- 
ment borrowing are disregarded through- 
out this discussion—the total in 1908 was 
$961,000,000 and in 1913 it was $983,000,- 
000. The highest and lowest points for 
the interval were reached at $1,337,000,- 
000 in 1910 and $912,000,000 in 1909, re- 
spectively. 

Treasury Control 


The early part of 1915 saw the Treas- 
ury exercising strict control over the 
market because of “the paramount neces- 
sity of husbanding the financial resources 
of the country.” From 1914 to 1918, 
therefore, the figures serve little more 
than as a record of Governmental borrow- 
ings, and the same is true to a consider- 
able extent for 1919. In 1918 $6,967,000,- 
000 was raised through British invest- 
ment channels. Although composed ot 
Government borrowings primarily, the 
1919 financing included $983,000,000 in 
addition to colonial and foreign govern- 
ment loans, a sum equal to the total 1913 
offerings for all classes. 


Qe 


Pacific Gas 


Advices from the Pacific Coast 


Say 


that net earnings of the Pacific Gas and 
Electric Company are now running at 4 
rate of $9 a share on the common stock. 
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Smelting Report Improves 


Post mortems rarely are pleasant, and frequently are futile. 
hould be conducted with the utmost sparing of detail. 


¢ obtained speedily. 


At best, they 
The verdict should 


It, therefore, will suffice to remark that, not many 


nonths ago grave misgivings were voiced as to the future of American 
Smelting & Refining by a former official of the company whose antipathy 
towards the Guggenheim management led him to undertake its dislodgement, 


-vithout success. 


The operations of the company in the first half of this year 


car out the opinion expressed in these columns in an analysis published last 


winter. 
management, 


ET earnings of AMERICAN SMELT- 
| inG & Rerintnc for the first half 
4 of the current year, according to 

semi-annual statement issued this week 
President Simon Guggenheim, showed 
an increase over the net for the corre- 
sponding period of last year of $3,675,- 
776.06. That increase was in income from 
operating properties. The net income ac- 
count for the six months ended June 30, 
1922, showed a surplus of $1,825,923.58, 
which compares with a deficit of $1,101,- 
831.49 for the similar period of last year. 
Miscellaneous adjustments in the period 
under review prevented a showing of 
earnings more than sufficient to cover the 
preferred dividends paid for the first six 
months of the year. 


The balance sheet shows cash at the 


The net results seem to commend the high quality of the present 


close of the period increased $2,151,941.29 
over the amount on hand at the close of 
the last calendar year. 

A significant statement is made by 
President GUGGENHEIM in connection with 
the semi-annual report, which we believe 
is of sufficient importance to be repeated 
here. 


“I cannot refrain,” the statement reads, 
“from comparing the company’s financial 
status at this writing (September 30, 
1922) with that of some eighteen months 
ago. Then, we owed banks $12,000,000. 
Now, we have no bank indebtedness and 
have cash on hand of over $5,000,000. 
The change has been brought about by 
liquidation of our metal stocks, improve- 
ment in earnings and elimination of un- 
desirable business.” 


Sutro Committee Will Fight 


The committee representing the Refunding bondholders of the Denver & 
Rio Grande Railroad, headed by Richard Sutro, New York banker, has com- 
pleted plans for a determined fight in the interest of the bondholders, and 


this week launched an aggressive campaign. 


We have not had sufficient time 


in which to analyze the status of affairs comprehensively; but, upon the 
strength of our examination so far, we feel justified in recommending deposit 


of bonds with Mr. Sutro. 
in detail. 


HE fight under way to protect the 
ix interests of refunding bondholders 

of the Denver & Rio Grande Rail- 
| assumed a very interesting phase 
this week when a letter from Mr. SAMUEL 
UNTERMYER, counsel for the Sutro Com- 
mittee, was made public. 

Mr. UNTERMYER has made several visits 
to the West and it is stated that he and 
his clients propose to prosecute their case 

) the utmost. The straightening out of 
the present tangle, and the effort of the 
Sutro Committee to bring about the re- 
habilitation of the D. & R. G. in a man- 
ner which will conserve the best interests 

' all concerned, promises to provide one 

| the most interesting chapters of modern 

ilroad history. 

We present herewith important excerpts 

m Mr. UNTERMYER’s letter: 

“I have made a painstaking study of the 

bject to determine whether there is any 

of forcing the Trustee of the Con- 
idated Mortgage into Court except on 
fault, and regret to say that I have as 
found it can be found 
ler recent legislation in this State, pro- 
ling for declaratory judgments. The 
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roa 


none unless 


In our next issue the entire case will be reviewed - 


Trustee would answer that so long as 
there is no default it cannot sell the Fuel 
stock, that the Mortgage may be paid at 
maturity (1949), and that so long as it 
gets the interest it has no control over 
the security. Meantime the Western 
Pacific continues to take the dividends 
and the Railroad Company must continue 
paying out of the property covered by the 
Adjustment and Refunding Mortgage the 
interest on the bonds that were issued for 
the Fuel stock. 

“This situation was, as you know, 
months ago placed by us fully before the 
counsel for the Hammond and Perkins 
Committees and before counsel for the 
Trustee of the Refunding bonds, as it was 
put before the New York Trust Company, 
the Trustee for the Adjustment bonds. 
The latter alone has had the independence 
and sense of duty and justice to come to 
the rescue by urging the default. 

.“The Hammond and Perkins Commit- 
tees, on the other hand, I regret to say, 
acting doubtless 
posed the default as vigorously and in- 
sistently as though they were acting only 
for the Western Pacific and 


under instructions, op- 


Missouri 


Pacific Corporations. There is no use 
mincing words. I regard their action as 
little short of a betrayal of the interests 
of their depositing bondholders. 

“The two have now joined forces to 
corral the property, dismember it and 
divide the spoils between them, according 
to a long, brutally defiant statement pub- 
lished in the Dow-Jones News Service on 
September 27th. From this it appears that 
the basis of the deal is: 

“to divide the Denver (D. & R. G. sys- 

tem) at a “point east of the Utah-Colo- 

rado line,” leaving the old Rio Grande 

Western, representing about a third of 

the system, with the Western Pacific and 

transferring control of the old Denver 

& Rio Grande property, representing 

about two-thirds of the system, to the 

Missouri Pacific.’ 

“My advice is: 

“1, Forthwith to invite the deposit of 
Refunding Bonds with your Committee to 
prevent the impending dangers to their 
security. 

“2. Insist on defaulting the next inter- 
est payment on the Consolidated Bonds. 
If the Court rules against you it will be 
mainly because of the attitude of the Ham- 
mond and Perkins Committees and the 
silence of the Trustee for the Refunding 
Bonds. If the Court orders the next in- 
stalment of interest paid you should ap- 
peal from its order. 


“3. Apply to the Interstate Commerce 
Commission for an open investigation with 
public hearings of the entire Denver & 
Rio Grande, Western Pacific and Mis- 
souri Pacific history and inter-relations, 
past and present. Its pending investiga- 
tion does not cover that field. There is 
nothing like the fierce light of publicity 
for relief from oppression in high places.” 


—_O0-—-——_—_———_ 


Sinclair Explains Water 

The Sinclair Oil Company has issued a= 
official statement regarding the striking 
of water in the Teapot Dome territory of 
Wyoming. This statement holds that the 
development is without importance since 
the drilling will be continued into the 
second sand, which in previous instances 
has shown a good flow of oil. The official 
statement considers that the finding of 
water has been exaggerated in its relation- 
ship to development of the property and 
says that the discovery of water is in no 
to the incursion of water 
Mexican oil fields. The state- 


sense similar 
into the 
ment says in part: 

“Dr. A. C. Veatch, chief geologist of 
the Sinclair organization, this 
explained that there is no water in any 
of the Wyoming fields in the sense that 
Wall Street understands the incursion of 
water into Mexican oil fields. 

“In nearby properties no 
found in the First Wall 
This sand in places has oil, in other places 


morning 


water was 


Creek sand. 
oil and gas, in other places a little water, 
and in still others it has neither oil, water 
nor gas. These irregularities are ex- 
pected. To date, the results of drilling in 
Teapot Dome have been even more satis- 
factory than anticipated.” 
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chandise and miscellaneous freight. On 
account of the heavy demand for equip- 
ment in all parts of the country, there 
has been a marked increase in the extent 
to which the capacity of all equipment 
has been utilized. This has resulted in 
more freight being carried ina less num- 
ber of cars. Failures as reported for 
the week ended October 12 showed a 
total of 390 as against 375 in the same 
week of 1921. This total, however, is 
more or less offset by the fact that the 
total failures over $5,000 were only 208 
as compared with a total for the same 
group last year of 232. 

ce * * 


Finds Poland Prospering 

Colonel A. B.. Barber, technical adviser 
to the Republic of Poland, who has re- 
turned to this country after three years, 
declared that Poland’s economic situation, 
which, particularly in its technical aspects, 
had reached a fairly good condition in 
1921, continued to improve during the 


last year. “Further material progress 
now depends primarily upon obviously 
needed improvement in the financial 


regime,” he said. 

“Economic policies for Poland to-day 
are: 

“Improvement of agricultural methods 
in the backward parts of the country, in- 
cluding wider use of fertilizers, agricul- 
tural machinery and improved seed. 

“The liberation of the building indus- 
try from the stifling influence of requi- 
sitions and legally controlled rents. 

“Every effort should be made, by stim- 
ulating private building as well as rail- 
way development and other public works, 
to create new markets for Upper Silesian 
steel products. 

“To balance the foreign trade and per- 
mit permanent stabilization of the Polish 
valuta, exports of every kind should be 
encouraged.” 











Publicity for Farm Loans—I 
By C. M. Harger 


HE other day I saw in a country 

weekly which circulates among 

farmers and small-town people an 
advertisement of a local public utility 
stock. It was. headed, “Seven Per Cent 
and Safety” and set forth that the com- 
pany was selling this stock either for 
cash or on the installment plan and it paid 
7 per cent; likewise it told how secure 
was the investment. It did not say that 
the owner could resell at par at any time, 
but did emphasize the interest rate and 
the element of safety. Inquiring, I found 
that the company advertises in every paper 
of its territory regularly, with new ap- 
peals weekly, and that it has sold some 
$100,000 of stock by this means. It has, 
indeed, financed its entire proposition with 
money from its own territory, which 
means that there is available a large in- 
vestment fund if one can get at it. 


Poor Advertising 

In that territory are no advertisements 
that farm mortgages are a sound invest- 
ment, though one bank has a line in its 
advertisement that it will furnish such se- 
curities to those wishing them. Attractive 
advertising telling of offerings of munici- 
pal bonds paying 4.35 to 4.65 per cent ap- 
pear and evidently find investors, for they 
are carried steadily. The only mention, 
other than the bank’s, that I could find in 
looking over these country papers regard- 
ing farm loans was an occasional an- 
nouncement reading: “Farm Loans, see 
Jones & Johnson.” Whether it meant the 
firm had money to loan or securities to 
sell was not apparent, though probably it 
meant the former. At the time, several 
months ago, when it was difficult to fur- 
nish funds to farm borrowers, the utility 
company was selling its stock and the 
municipal bond salesmen were doing busi- 
ness. 

Field Neglected 

All this, while based on one locality, 
evidences that the dealers in farm loans 
are not giving to their business the pub- 
licity that marks other forms of security 
vending. The farm mortgage banker 1s 
merely a merchant in real estate mort- 
gages. If his wares are not properly ad- 
vertised he is missing opportunity. With 
some notable exceptions,—and these have 
shown remarkable success and expansion 
__there is lack of proper publicity for the 
farm loan as an investment. In every 
community are men and women with 


i i : ese 
money seeking investment; most of ° s 
2 . . . - ve 
are open to conviction; that 1s, they ha ‘ 
3 , " 

no especial leaning toward one form 
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security. What they desire is fair inter- 
est, safety, and assurance that the princi- 
pal will be paid when it is due. If to this 
can be added a large measure of negotia- 
bility in time of need they are satisfied. 


The farm mortgage has all these ele- 
ments, even to a _ negotiability which 
through the loan agent can be secured 
without difficulty. But seldom does the 
agent set forth to the investing public just 
what are the advantages of his wares, 
what soundness underlies them, what can 
be offered in terms and how they may be 
btained. The rapidity with which new 

nd issues of the government are taken 

» shows what the public wants and the 
post office tells what large sums are going 
into the saving plan of that department. 
The investment fund is available; the one 
question is how to reach and convince the 
investor. 

\dvertising today must have “punch”; 
it must set forth an appeal and a reason. 
This is just as possible with securities as 
with automobiles or washing machines or 
face powder. The fact that the utilities and 
he bond salesmen secure results proves it. 
Almost alone among merchants of securi- 
ties the farm loan salesmen are not let- 
ting the public know in a convincing man- 
ner just what they have to offer. In the 
financial journals which are read by in- 
vestors and in the local press which is 
read by the small investor is a field for 
exploitation. To be most effective it must 
reasons and facts. This is a field 
that has been neglected; the possibilities 
ire comparatively untouched. To get re- 
sults must be a definite and attractive 
system—which is another phase of the 
question to be taken up later. 


have 
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Crude Oil Output 
The daily average gross crude oil pro- 
duction in the United States for the week 
ended October 14 was 1,555,050 barrels, as 
compared with 1,544,000 barrels for the 
preceding week, according to estimates by 

American Petroleum Institute. The 

daily average production east of the Rocky 

Mountains was 1,135,050 barrels, as com- 

pared with 1,134,000 barrels the preceding 

week. California production was 420,000 

barrels, as against 410,000 barrels. 

The institute also reported that pipe 
and tank farm gross domestic crude 
stock in the country increased 1,643,- 

WOO barrels during the month of Sep- 
ember. Imports of crude and refined 

oils at the principal ports of the country 

‘or the week ended October 14 totaled 

1,814 barrels, the report said, a daily 
rage of 284,402 barrels, as compared 
h 1,785,597 barrels, or a daily average 


1-4-4 


| 255,085 barrels for the week ended Oc- 
tober 7, 


oil 


1 ¢ 
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U. S. Steel Activity 

Steel common manages to hold rather 
mly around its present high level, 
though activity in the fore part of the 
veek did not seem to pay any consider- 
ble attention to the fact that Judge 
ry has stated that the question of a 


‘Ietober 21, 1922 


stock dividend has not as yet come be- 
fore the management. Probably one of 
the strongest explanations in favor in 
which Steel is held is the theory that the 
third quarter will prove to be more 
favorable than had been expected. The 
corporation was compelled to reduce 
operations as a result of the coal strike 
and cost of production was high, but 
notwithstanding losses entailed thereby, 
it is believed that the corporation will 
be able to show a surplus after charges. 
In all probability the concluding quar- 
ter of the year will be entirely satisfac- 
tory, and the first half of next year 
should enable U. S. Steel to more than 
make up for any loss it may have sus- 
tained during 1922. 
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Offer Railroad Bonds 


Kuhn, Loeb & Co. have purchased 
$5,500,000 Missouri Pacific Railroad Com- 
pany first and refunding mortgage 6 per 
cent gold bonds, series “D,” due February 
1, 1939, similar to the bonds of series “D” 
at present outstanding. They will be of- 
fered at par and accrued interest. The 
purpose of this issue is to reimburse the 
company for capital expenditures and to 
provide funds for the purchase of new 
equipment. The bonds are secured by a 
direct lien on all the railroad properties 
of the company, including about 6,694 miles 
directly owned, terminal properties, sta- 
tions, bridges and upon all the equipment 
owned by the company, subject to $127,- 
103,500 prior liens for the retirement of 
which, at or before maturity, first and re- 
funding mortgage bonds are reserved. 


The first and refunding mortgage bonds 
are a first lien on 3,354 miles of railroad 
and a refunding lien on the remaining 
3,340 miles. The bonds of this issue out- 
standing, including the bonds now offered, 
plus the amount of loans from the United 
States Government securing such bonds, 
are at the rate of $17,595 per mile on the 
mileage on which the bonds are a first 
lien. The entire series will be redeemable 
at the option of the company as a whole 
only, on an interest date, at 10714, on 90 
notice. Issuance of the bonds has 
been authorized by the Interstate Com- 
merce Commission. 


days’ 
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Federal Reserve Busy 


Net liquidatidh of $38,100,000 of paper 
secured by Government obligations, as 
against a further increase of $24,400,000 
in other discounted paper, is shown in the 
Federal Reserve Board’s weekly bank 
statement isSued as at close of business on 
October 18, 1922. Holdings of accept- 
ances purchased in open market increased 
by $10,200,000, while Government securi- 
ties on hand declined by $27,700,000, not- 


withstanding the fact that the total 
shown includes $14,000,000 of special 
Treasury certificates, held by the New 


York Reserve Bank to cover temporary 
advances to the Government. 
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Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It isworth reading by all 
who havemoney toinvest. It points the way 
to safe investing, and shows how to make 
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at this writing appears to be in a very 
favorable position. 
a * * 
Standard Gas 


Electrical energy the 


output at oper- 
ated public utility properties of Stand- 
ard Gas and Electric Company for the 


week ended September 30, 1922, increased 


15.09 per cent over the corresponding 
week of. 1921. Applications were re- 
ceived for 2,853 new electric services, 


covering 1,461 kilowatts of lighting and 
953 horsepower in motors. Electric con- 
nected load reports show a net gain of 
792 with 1,159 kilowatts of 
lighting and 1,216 horsepower in motors. 
Applications also were received for 1,181 
new gas services. 


customers, 


* * * 
Lake Shore Electric 
Lake Shore Electric Railway System for 
the eight months ended August 31, 1922, 
shows gross of $1,635,544, a decrease of 
$124,680. Net after taxes was $412,471, 
an increase of $96,451, and balance after 
charges, $136,066, an increase of $100,796. 
* * 
West Virginia Utilities 
Preliminary statement of West Virginia 
Utilities Co. shows gross of $616,359 for 
eight months ended August 30, 1922, an 
increase of $129,798. Net after taxes was 
$397,803, an increase of $23,840, and bal- 
ance after preferred dividends, $114,677, 
compared with a deficit of $1,184 the pre- 
vious year. 
* ok 
Detroit United 
Michigan Utilities Commission has ap- 
praised the 626 miles of Detroit United 
Railway. Interurban lines less deprecia- 
tion at $30,785,000. These figures probably 
will be used as a base for rate making at 
the hearings to begin next month. Report 
of the company as of December 31, 1921, 
carried all its property at $59,502,000. 
Thirty lines were since sold to the city 
for $19,850,000, leaving property ap- 
praised by the commission at $39,700,000 
on basis of last balance sheet. 
* * * 
Arkansas Light & Power 
Arkansas Light & Power Co. for August 
shows considerable improvement over 
monthly average for the twelve months 
ended August 31, 1922. Gross was $158,- 
610, compared with $126,561 in 1921. Net 
was $66,690, while balance available for 
preferred dividends was $50,905, against 
$28,427 in 1921. Gross for twelve months 
ended August 31, 1922, was $1,162,184, 
against $1,141,538, while balance available 
for preferred dividends was $211,217 com- 
pared with $109,632 in 1921. 


* * * 
Electrify Road . 
A branch of the Missouri, Kansas & 


Texas, 129 miles from Oklahoma city to 





Ateka, is to be electrified 
negotiations between the railroad com- 
pany and the Oklahoma Railway Vice- 
President Shartel of the Oklahoma Rail- 
way, has offered to lease the Katy’s divi- 
sion and operate it as an interurban line. 
Electrification would involve an outlay of 
$2,500,000 and the franchise to be obtained 
if the lease is made would give the inter- 
urban company exclusive passenger traffic 
over the division, while the railroad would 
‘se it for freight. 
Missouri, Kansas & 


if according to 


One division of the 
Texas in Texas is 
now being transformed into an interurban 
tine for passenger traffic. 


* * * 


Utah Valley Gas & Coke 
The largest 


the world are located in the vicinity of 


known iron deposits in 
Provo, Utah, the most important com- 
munity served by the company. These 
the deposits of 
bituminous coal in its vicinity, have at- 
tracted the attention of a $20,000,000 
steel corporation which contemplates 
$7,500,000 plant near 
If carried to completion this 
will mean rapid development of the busi- 
ness field of the Utah Gas & Coke Co. 
To give an idea of the importance of the 
project we quote from a San Francisco 
newspaper dispatch of September 7th: 
$7,500,000 
pig iron plant in Utah will be the first 
step to follow formation of the Pacific 
Steel Corporation, capitalized at $20,- 
000,000, whose incorporation papers are 
on file today in 


deposits, and large 


constructing a 
Provo. 


“Construction at once of a 


Delaware. The new 
concern, financed by San Francisco, Los 
Angeles, Seattle and Salt Lake City 
banking institutions, will be a combina- 
tion and enlargement of present steel 
manufacturing plants Pacific 
coast.” 


on the 
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and they look cheap, for a bond of this 
character, at their present price of 70 
yielding about 5.80 per cent. 

The Second Mortgage 4s are, of course, 
not as desirable as the First 4s, but owing 
to the comparatively small amount of the 


issue they appear to be reasonably sound. 
e 


Manhattan Railway Stock 


Under the original lease the I. R. T. 
guaranteed 7 per cent dividends on this 
stock. The readjustment plan, however, 
has scaled down this dividend to 3 per 
cent for the fiscal year beginning July 1, 
1922; 4 per cent for the next fiscal year; 
and 5 per cent each for the following two 
fiscal years. After July 1, 1926, Man- 
hattan stock will be entitled to 5 per cent 
cumulative and in preference to INTER- 
BOROUGH Rapip Transit Company stock; 
then Interborough is entitled to 4 per 
cent; then Manhattan an additional 1 per 





cent; then Interborough 1 per cent; the: 
Manhattan a still further 1 per cent, mak- 
ing a total of 7 per cent. 


From its present price of about 52 (fo; 
certificates of deposit), 514 per cent, 
back dividends owing, is to be paid in one 
year scrip, which will reduce the cost of 
the stock to about 47. On this price the 
yield for the current fiscal year (3 per 
cent dividend) will be about 6.40 per 
cent; for the next fiscal year (4 per cent 
dividend), about 8.50 per cent, and for 
the following two years (5 per cent each). 
about 10.60 per cent. Thereafter the 
stock has a reasonable chance of receiv- 
ing the full 7 per cent. 

This stock appears to be a very attrac- 
tive speculation at the present time and its 
investment merits should continue to im- 
prove if the future success of Interbor- 
ough operations bears out general expecte- 
tions. 

Conclusion 


In past INTERBOROUGH Rapin 
TRANSIT Company has been a large earner. 
The System is absolutely indispensable to 
the very existence of New York City as 
it is today. The difficulties of the past 
several years were the direct result of the 
unavoidable consequences of the World 
War and not due to any fault on the part 
of the company itself. 


years 


Now that general conditions rapidly are 
returning to a more nearly normal basis, 
there is good cause to hope and expect that 
the INTERBOROUGH Rapp TrRANsIT Com- 
pany, within the next several years, will 
again be restored to its former position of 
prestige and earning power. 


—— 
vv 


Price and Credit Inflation 
J. S. Bache & Co., in their latest re- 
view, say: 





The advance in prices in the last two 
or three months covers a wide range of 
commodities and merchandise, including 
steel products, lead, zinc, woolen and cot- 
ton goods, silk, chemicals, hardware, kero- 
sense oil, hides and leather, lumber and 
some foodstuffs. Within the last week or 
more farm commodities have also ad- 
vanced somewhat. This last development 
is a favorable one, because farm products 
have so long been low, out of proportion 
to other things. Some bankers believe 
that the present upward trend, while it is 
really a secondary inflation, may run a 
comparatively short course, because the 
general deflation movement, following the 
Armistice, has not been fully accomplished 
in all industries. The tariff, it is said, 
will probably operate as a force helping 
the temporary inflation of prices by in- 
creasing the cost of materials, and in- 
directly all production costs. 


———_0———_- 


An Interesting Circular 


Bristol & Bauer, 120 Broadway, are 


now issuing a new detailed circular on 
the Babcock & Wilcox Company showing 
balance sheets and comparison of earnings 
over a period of several years. 
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Southern Pacific Case Bit 

No attempt at conflict between the it 
n of the Supreme Court ordering 
tion of the Southern Pacific Com- 
and the Central Pacific Railway 
e application of the Southern AN EXPERIENCE CONTEST 
to the Interstate Commerce 


ssion to acquire the Central Pa- Pang will take advice from a friend, but many will act upon 
the impressive experience of a stranger. 
involved in the latter transac- 











according to J. P. Blair, counsel We think it would be interesting and profitable to our readers to 
natal know the financial mistakes others have made. So we invite the 
ves f lidati ams readers of THE FINANCIAL WoRLD to write us of their worst finan- 
plan or amended idation of the cial experiences, and we offer to the three who have had the worst 
ids is substantially correct,” he experiences the solace of 
“I wish to emphasize the fact 
+ the application involves no conflict A FIRST CASH PRIZE OF $25.00 | 
with the decision of the Supreme Court i A FIRST CONSOLATION OF $10.00 Lt ee 
nd no attempt to have that decision SECOND CONSOLATION PRIZE OF $5.00 | el: 
ved or overruled. 


The amount lost is not as important as the way in which it was 


(he want of antagonism between the lost. Your experience may have been in a speculation, in a sup- 

lication to the commission and the posed investment, in real estate, in a building and loan association, 

ion of the court becomes clear when in an effort to get rich over night, or what not. 

s understood that under the trans- It is eligible if the manner of your loss was unusual. Merely to 

ition act the commission can have lost money, however, is not unusual. Your loss must have 
ithorize a control by one carrier of features that do not often occur. These may be amusing or sad. 


other or a consolidation of two or 


Write to this question: 
e carriers whose union, without such 


ae oy ‘‘What financial experience that you have personally me 

thority, would be prohibited by the had stands out as the worst and most costly of your t. are 
rman law. life, from the standpoint of money lost, mental aggra- ety 
t is self-evident that the consolida- vation, and misrepresentation, if any?” 


1 of all existing railway properties 


Tell your story, giving details, in not more than 500 words. 4 
approximately twenty systems 


Give dates, amounts involved, and company names, which we will 


uld not be accomplished if the com- use at our discretion. Write on one side of the paper only, in 1) 
ission were to be controlled by the longhand or on a typewriter, giving your correct name and address, mat 
ape i _ the latter for our private information, as names will not be printed. p 

rohibitions of the Sherman act. The ty 
vide departure between the policy of Get your letter in early—the contest is now on. It closes Decem- 
. old law and that of the new is ber 9, 1922. It will be decided and the prizes awarded and an- wed 
"Sle a nounced, in our issue of December 16, 1922. Address aie 
wn by the fact that commission’s My 


tentative plan of consolidation, promul- i} if i 
gated August 3, 1921, provides for the The FINANCIAL WORLD tt ie hi 
continued common control of the Read- a ny 
ng Railway and the Central of Jersey, 53 PARK PLACE NEW YORK CITY HY 
hich had been declared by the Su- ade 
ne Court on April 26, 1920, to be in , aaa 
iolation of the Sherman law; for the 
mmon control of the Burlington and 
Northern Pacific, two of the companies 
vhose common control was declared by 
the Supreme Court in the Northern Se- 
rities case to be in violation of the 
erman law, and for the consolidation 


vf the Chicago, Milwaukee & St, Paul How to Analyze Securities 


the Great Northern’ Railroad, 
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though those two great systems are The Investment Bankers Association has published 
rallel and competing throughout.” two books which outline a course of study for the 
O purpose of understanding how to know the value of 
Cities Service Net Higher | corporation securities. They ill 
During the twelve months ended Sep- | INDUSTRIAL SECURITIES — by Clinton Collver — which 
ber 30, 1922, earnings of Cities Service covers Marketing—Classes of Industrial Securities—Preferred 
Company showed substantial increases. Stocks—lIndustrial Mortgages—Background of Corporation 
G earnings during that period ad- Prosperity—Analysis of Balance Sheets—Analysis of Income 
need to $14,417,560 as compared with Accounts—Special Financial Standards, etc. 


$ 131,156 in the twelve months ended RAILROAD SECURITIES — by Dr. A. M. Sakolski — which 
vith August 31. Net available for com- covers Railroad Corporations—Classifications—R. R. Mort- 
| stock and reserves at the end of the gages — Equipment Trusts — Physical Factors Underlying 
ve months was $6,897,801, as compared Valyes—Railroad Assets—R. R. Financial Statements—Re- 


‘h $6,651,031 in the twelve months ended ceiverships—Reorganizations—Marketing of R. R. Securities, 
ust 31, 


; a etc. 
ihe preferred dividend was earned 2.40 These two books are offered together at a special price. They 
as compared with 2.73 times in the sell retail at $1.75 each, plus carriage. A few copies at 


responding period a year ago, and earn- 


, $3.00 Postpaid for Both | 
on the common were equivalent to 


are ie ORE eee a eae DIXIE BUSINESS BOOK SHOP 


in the twelve months ended Au- 


t 31. Total surplus and reserves, as 140 Greenwich St. New York, N. Y. | 
' September 30, were $47,201,343. 
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Bank Changes Name 

Official notification from Washington 
was received by the First Joint Stock 
Land Bank of New York that the 
Treasury Department, acting through 
the Federal Farm Loan Board, has 
granted the application for change of 
name of this bank to the “New York & 
Pennsylvania Joint Stock Land Bank.” 
The change becomes effective October 
16. Ever since its charter was granted 
this bank has operated in the States of 
New York and Pennsylvania. The 
stock of the bank is very widely dis- 
tributed and is held largely by bankers 
throughout the agricultural sections of 
the States served. 


* * * 


McLucas Accepts Presidency 


Walter S. McLucas, vice-president of 
the National City Bank, has confirmed 
a report that he has accepted the presi- 
dency of the Commerce Trust Company 
of Kansas City. 

Before coming to the National City 
Bank Mr. McLucas was president of 
the institution to which he is returning. 
Since his absence the institution has 
grown to nearly three times as large as 
that which he left, having a capital ac- 
count of $9,000,000 and deposits of $85,- 
000,000. 

Mr. McLucas will remain in his pres- 
ent capacity at the National City Bank 
until the return of President Charles E. 
Mitchell from abroad. 


* * * 


Oil Output Declines 

Mexican light oil production fell 27,- 
000 barrels in the week ended October 
7, totaling 1,876,000. Output of Panuco 
heavy oil gained 120,000 barrels to 616,- 
000, due to 108,000 barrels increase for 
Royal Dutch subsidiary Corona Com- 
pany. Mexican Petroleum lost 42,000 
barrels, production being 844,000. While 
in the southern fields Mexican Eagle and 
Gulf Oil both maintained their output, 
Atlantic Gulf and Mexican Seaboard 
showed reductions. Owing to break in 
its pipe line, Mexican Seaboard took no 
oil from its Panuco wells. 


x* * * 
Schwab Made Director 


A special meeting of directors of 
Loews, Inc., was held on Wednesday 
to elect Charles M. Schwab, chairman 
of the Bethlehem Steel Corporation, to 
the board. 
ee 
Curb Members Insured 

The New York Curb Market has es- 
tablished a gratuity fund through which 
regular members of the exchange will 
be insured for $5,000, payable at death 
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to their legal heirs. To provide the fund 
20 will be levied on 
each member of the association, while 
upon the death of a member an assess- 
ment of $10 is to be levied. Any sum 
collected in excess of the $5,000 shall be 
added to the principal of the gratuity 
fund. 


an assessment of $ 


* * * 
Three Banks Merge 

A very interesting brochure has been 
published by the Illinois Trust & Sav- 
ings Bank, Merchants Loan & Trust 
Company and the Foreign Exchange 
National Bank of Chicago, describing 
the merging of three great financial 
powers of the West. 

When this merger is completed it 
will constitute one of the most power- 





Illinois Merchants Bank Building, Home 
of Chicago’s Giant Bank Merger 


ful banking organizations in this coun- 
try, vying with the big banks of New 
York in capital, surplus, undivided 
profits and total deposits. These three 
banks, operating as one, will bring to- 
gether $50,000,000 in capital, surplus and 
undivided profits, $325,000,000 in com- 
mercial and saving deposits, and over 
$500,000,000 in trust funds, and will have 
more than 20,000 commercial accounts 
and more than 200,000 savings accounts. 

When completed these three great 
financial powers will occupy one of the 
most imposing structures in Chicago as 
banking headquarters. 

. 2 .* 
New Endicott-Johnson Plant 

George president of the 
Endicott-Johnson Corporation, has pre- 
sented to the City of Binghamton, N. Y., 
seven acres of including several 
The near the 


Johnson, 


land, 


buildings. property is 





center of the city and was formerly 
owned by the American Hide & Leather 
Company. The gift is without strings. 
it is said, except that sufficient land js 
reserved for a new shoe factory, with 
suitable housing facilities for the work- 
ers. The new plant is expected to em- 
ploy about 1,000 persons. 
* * * 


Opens New Branch 

J. S. Bache & Co. have opened a new 
branch at Philadelphia under joint man- 
agement of Walter S. Humphrey 
Joseph F. Hickey, formerly members of 
Frank F. Bell & Co. Bache & Co. also 
have offices at Chicago, Detroit, Toledo, 
Buffalo, Albany, Syracuse, Rochester, 
Troy, Schenectady and Worcester. 


and 


*x* * * 


Pacific Oil Weakness 

Recently Pacific Oil shares have de- 
veloped weakness, much to the surprise 
of the shareholders in the absence of 
any official explanation. Pacific Oil is 
an offshoot of the Southern Pacific, the 
shareholders of the company receiving 
the stock in return for the oil lands 
owned by the railroad. The most plaus- 
ible story heard in the Street to explain 
the stock’s reactionary tendency is that 
the company is in need of additional 
working capital to expand its drilling 
operations and the directors very soon 
expect to hold an important meeting to 
determine upon a method of financing 
to raise the money, and it is not yet 
decided whether this capital is to be se- 
cured through some form of new financ- 
ing or the present earnings devoted to 
that purpose. If the latter course should 
then it is feared that the 
dividend might be passed and the net 
profits heretofore used for that purpose 
employed for drilling operations. 


be pursued, 


ee 
Standard Milling Dividend 
Standard Milling Company have de- 
clared on October 18, 1922, a quarterly 
dividend of 2 per cent on the common 
stock and a quarterly dividend of 1) 
per cent on the preferred stock of the 
company, payable out of the earnings 
for the current fiscal year on November 
29, 1922, to stockholders of record at 
the close of business on November 1/7, 
1922. 
ee & 


Instructive Booklets 

Two very interesting and instructive 
booklets for a conservative investment 
have been issued by Stevenson Bros. & 
Perry, 105 South La Salle street, Chi- 
cago. One of these books is entitled 
“Income,” the subject matter of which 
is devoted to plain talks on investing 
and other things. The other booklet de- 
scribes Joint Stock Land Bank bonds, 
tells how they originate, and explains 
why they should appeal to the conserva- 
tive investor. 

Both pieces of literature deal with a 
class of securities intended for the inves- 
rather 


tors who primarily seek safety 


than speculative opportunity. 
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which have no excuse for exist- 
el is independent operating units. Al- 
railroad construction has been at 
ndstill for years, and today’s trans- 
tion plant is but little increased over 
what it was a decade or more ago, that 
ot alter the fact that many operating 
units. unless consolidated as units of a 
organization, might as well be torn 
up and scrapped. 
The laws have prevented mergers and 
consolidations for a number of years, and 
not until the enactment of the 
Act that the way was 
cleared to enable the railroads to do just 


Transportation 


they had been insisting they should 
wed to do years ago. 
One of the major reasons for the so- 
failure of the carriers to function, 
necessitating control of 
ration during the war, was the fact that 


federal 


Lilt \ 


government and law frowned upon and 
inhibited the very cordination which was 
essential to effective operation. 


*x* * * 
Consolidation of Roads 


of the big speculative factors in 
istant future will the 
lity of consolidations in the case of this 
So I 


would suggest that my readers follow the 


; 
the not d be pos- 


nd that small or large railroad. 


reports of the Washington hearings. 
Hearings before Interstate Com- 
be resumed in 
Washington on November 17, before Com- 
Hall and Examiner Healy. 
will be received with respect to 
ners which, under the tentative plan, 
1 be considered 


the 
merce Commission will 
Missioner 


rvyiaence 


with 
ngton-Northern Pacific system” 
the “Milwaukee-Great 


c in connection 
“Burli 
Northern sys- 


em 


ie! ; P 
Cnder the tentative plan of the com- 
ssion the Burlington-Northern Pacific 


4 


em takes in the Chicago, Burlington 

& Quincy, Northern Pacific, Chicago Great 
Western, Minneapolis & St. Louis and 
the Spokane, Portland & Seattle Ry. com- 
es, while the Milwaukee-Great North- 
system includes the Chicago, Milwau- 

Kee & St. Paul, the Great Northern, Chi- 
Haute & Southern Fastern, 

luth & Iron Range, Duluth, Missabe & 
hern, Green Bay & Western, Spokane, 
land & Seattle, and the Butte, Ana- 


& Pacific companies. The commis- 


( Terre 
D 


‘ 


announced that western hearings will 

ld later to afford state commissions, 
nmunities and the public an opportunity 
Present such evidence as they may de- 
and also to cross examine witnesses 
The 
and places of the western hearings 
be announced before the close of the 
lington hearing. 


at the Washington hearing. 


1 
} 
i 


* * * 


5 Frisco Orders 3,300 Cars 
Che St. Louis & San Francisco Rail- 
toad has placed orders for 3,300 cars 
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of various types, including 500 hopper 
cars from the Pullman Company, 1,000 
hopper cars from the Chicasaw Ship- 
ping and Car Company, 1,550 box cars 
from the American Car and Foundry 
Company, and 300 stock cars from the 
Mt. Vernon Car Company. 
* * * 


Texas & Pacific Seeks Loan 

The Texas & Pacific Railway has 
applied for authority to issue $810,000 
equipment trust certificates. The cer- 
tificates will be sold through Kuhn, 
Loeb & Co. at 97.50 per cent and the 
proceeds will be used to purchase 150 
tank cars, sixteen locomotives, and one 
wrecking train. 

x *k * 


No Rock Island Stock Issue 

The report that the Rock Island is 
contemplating asking permission to issue 
$15,000,000 7 per cent preferred stock, 
as stated in dispatches from Chicago 
last week, has been officially denied. It 
is said that the report was due to an 
error in quoting a bulletin of the Illinois 
Commerce Commission which referred 
to an application to issue stock in 1917, 
when reorganization was being com- 


pleted. 
* * * 


“Katy” Sale Postponed 

Sale of the Missouri, Kansas & Texas 
Railway property has been again post- 
poned. The sale was set for Monday 
last, and action was taken because the 
Interstate Commerce Commission has 
not yet the reorganization 
plan. It is said that new securities may 
not be placed this year in view of the 
delay in the sale. 

* * * 


approved 


Atchison Loadings at New Record 


Freight loadings on the Atchison, 
Topeka & Santa Fe Railroad last week 
at a new record, although the 
road is short of all kinds of cars and 
there is more business than the road can 
handle. Drought in Texas and New 
Mexico is deplorable and enough cars 
stock to 
Total 
loadings were 39,337 cars, against 38,362 


were 


cannot be furnished to move 


market or to Northern ranges. 


cars the previous week and 32,025 cars 
This is an increase of 23 per 
for the year to date 
against 1,078,826 
increase of 12 per 


last year. 
cent. 
total 
cars 


Loadings 
1,208,073 
last 


cars, 
year, an 
cent. 

> + + 


Gasoline Propelled Trains 

Gasoline propelled trains were 
operation this week on the Seaboard Air 
Line, the first train of two coaches aver- 
aging a speed of 35 miles an hour. In 
the railroad 
company said such equipment would be 
used only for local traffic. 

* * * 


in 


anouncing the innovation 


Car Shortage Growing 
That the car shortage is increasing is 
indicated by reports recounting the dif- 
ficulties of shippers in locating rolling 








DIVIDENDS 








PACIFIC POWER & LIGHT COMPANY 
Portland, Oregon 
PREFERRED STOCK DIVIDEND NO. 49 

The regular quarterly dividend of one and 
three-quarters (1%%) per cent. on the Pre- 
ferred Stock of the Pacific Power & Light 
Company has been declared for payment No- 
vember 1, 1922, to stockholders of record at 
the close of business, October 18, 1922. 

GEORGE F. NEVINS, Treasurer. 





WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 
A Dividend of two per cent ($1.00 per 
share) on the COMMON Stock of this Com- 
pany, for the quarter ending September 30, 
1922, will be paid October 31, 1922, to Stock- 
holders of record as of September 30, 1922. 
H. F. BAETZ, Treasurer. 


New York, September 20, 1922. 





PORTLAND GAS & COKE COMPANY 
Portland, Oregon 


PREFERRED STOCK DIVIDEND NO. 51 
The regular quarterly dividend of one and 
three-quarters (1%%) per cent. on the Pre- 


ferred Stock of Portland Gas & Coke Company 
has been declared for payment November 1, 
1922. to stockholders of record at the close of 
business, October 18, 1922. 

GEORGE F. NEVINS, Treasurer. 





stock. Officials of the carriers in the 
East maintain that the situation is nor- 
mal for this time of year, but it is ad- 
mitted that the actual car shortage will 
continue for a longer period this year in 
view of the necessity for heavier coal 
shipments. Improvement in the condi- 
tion of equipment is expected to aid the 
carriers in meeting the demand of the 
shippers for space. 


* * * 


Orders Rails 

Contracts for the double tracking of 
the Atlantic Coast Line Railway from 
Bennett, S. C., to Doctertown, Ga., have 
been awarded. With the completion of 
this work, which the contracts specify 
1923, 60 
per cent of the road’s main-line system 
will be double tracked. The 
has placed an order for 30,000 tons of 
100-pound _ steel for use in the 
double tracking. 


must be finished by May 1, 
company 
rails 


—___0-———— 


North American Buys Stock 

Offer of the North American Company 
to purchase the stock of the East St. Louis 
and Suburban Railway has been accepted 
by 98 per cent of the preferred and 95 per 
cent of the common shareholders who 
have deposited their stock for transfer 
under the terms offered. Time fixed for 
deposit was October 16, but a short ex- 
tension has been granted to enable those 
who have not yet deposited their stock to 
do so. 

Management is offering the few out- 
standing stockholders who prefer to sell 
their stock outright to accepting the orig- 
inal terms of the offer, market prices of 
$50 a share for their preferred and $9 a 
share for their common stock. 

Original offer was at the rate of $55 
for the preferred and $10 for the com- 
mon, payable one-half in North Amer- 
ican preferred at $50 a share and one-half 
in common at $100 a share. 
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. active stocks as of Friday ; 
Week’s sales: Saturday, 680,575 st : any, Soeteber. 89,  T9SS: 12% 10 Loew's Inc. ..cseesscsesceeses 20% 21 
Sdekiees. aiteh-aen ’ 0,575 shares; Monday, 1,230,592 shares; 12% 7% [i i Lescugenadsapnkanee Sue ie 
Tr : , 5 gharen; Wednesday, 1,204,630 shares; 164% 136 Lorillard (P.) sssceseeeeseers 174_ 171 
1ursday 1,274,607 shares; Friday, 1,184,200 shares = EQUIV BD Me sr osccvccccccs 1EB% 141 
. 15% 8 Maxwell Motors, B........... 17% 1: 
ania Prev. Fri- 114 65% May Dept. Stores........ osee 187 1351, 
mich Low “— a — ca a. eee arr ‘ 
3 ; Pra ose th: AMOEE . <ceascctesesess 28% i 
59% “+4 pte Fh any -na DES ovice wees 54D 50% 16% 10 BGR, MNO Mn o000s0ssceenn i3% 1 
39% 28% roca am te 5 ape al ade soos 86% 84 33% 22 Midvale Steel .....cccccscvess 34% 
65% 26% Pgh ig lade eae 54 47% 3% 1 Mo., Kan. & Texas ...... cesses 2TH 7 
61 24% Am. Beet Sugar ....... osonte 37% 35% 23% 16 Mo. Pacific ......... reestecee SE. 911, 
e5 % 20% fe ee ee 45 42% 49% 33% Mo. Pacific pfd.........e++0-- 58% 58% 
151% 115% — _ setacehsesenve soesess 73% 75% = 43 Montana Power ....... eecees 72 7 
24% 16% oe: Vorrescccccccssee 194% 190% 10% Nat. Acme ..... eee cccescccee 145% 14 
53% set oe on Oll ..... cesecesee 27% 261% 87 67% Nat. Lead .....eeeeccesees eee 113% 109 
110% 73% r . > oY oe 37% 34% 15% 9 Nevada Con. Copper......e.-. 15% 153 
10 3% m. Locomotive Pate 135% 132% 76 64% N. Y. Comtr@l...ccecccsecccccese 98% 99% 
“ys 4. Am. Safety Razor ........... Ti 81% 39 20% N. Y. Dock....csccccsccccsses 35% mts 
7% it Am. Ship & Com....... Se a 228% 23% 12 M. Be, MH. HE, B Mone sccccces «+ 30% 5 
35 18 ion Mk Hane teeters OM 61% = 88% Norfolk & West. ...... aera eae 121 
96 41% see ea sae. ISN VOR 44% 44 % 61% Northerm PQQ ccccccccessccere 87% RRs 
° o eccece eecccce 81 80 50% 27 7 
a ly Pacific Of] ...ccecce cevsecce - 55% 511 
a + Am. Sum. Tob. .....++. ———— 38% 79% 38%  Pan-Am. Pet. & T........ Ill 91% 93.14 
136% 111% — — se isaswinns acest 123 5% 1235 71% 34% Penk. P. & Ti. CL Biosrees ~2 89% 931, 
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Stumbling Blocks to Avoid 


Securities and Schemes Intended to 
Enrich the Promoter and Not | 
the Investor. | 
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American Gas Improvement Association, 
\ew York—Not attractive at all, even as 
outside speculation. 


Associated Producing & Refining Corp., 
St. Louis Mo. Successor of the Ed- 
munds Oil & Refining and continuing 
process of getting more money out of 
deluded investors. 


El Fuerta Mining Smelting Co. stock 
offered by E. Frank Campbell, New York, 
not attractive. 


Equitable Royalty & Producing Com- 
pany.—Offered by Guaranty Trust Com- 
pany of Fort Worth, Texas. Very high- 
sounding names, but there is little behind 
both these propositions to warrant much 
confidence. . 


First Peoples Trust of Boston—One of 
H. V. Greene & Co.’s mushroom flotations. 
Hardly worth while for any investor to 
complete payment on stock bought on the 
installment plan. 


Hansa Securities Corporation proposi- 
tion is to exchange German marks into 
German real estate. Not attractive. 


Mark Harris, Buffalo, New York, op- 
erating a partial payment plan of buying 
stock exchange securities, though not a 
member of any Exchange. Our advice to 
our subscribers is to do your business 
through a Stock Exchange member. 


Patillo Higgins, of Houston, Texas, a 
gentleman who is unconcerned whether 
you wish to make a fortune or not out of 
his oil holdings, wants your money. Such 
philanthropists should be permitted to 
cater to other people than our subscribers. 


Louis Rubes, New York, offers to show 
speculators the easiest way to fortune. 
Schemes of this character are left alone 
by successful traders, and our readers 
ought to do likewise. 


Petroleum Producers Association offers 
to exchange the stock for that of Ertel 
Oil Company, provided the stockholders 
of the latter company dig down in their 
pockets for more cash. They will be 
safer off by keeping their cash in their 
Own possession. 


Texas Consolidated Oil, Fort Worth, 
Texas, like a chameleon will turn itself 
into Alamo Royalty Syndicate which will 
cost its shareholders a little more money. 
It will be wasted. 


Texas Petroleum Company, New York, 
will exchange its stock for some fly by 
night oil shares for a small cash con- 
sideration not worth wasting postage on. 


C. A. Wheatley, Fort Worth, Texas, 
promises to make profits of $500 to $5,000 
on oil for $20 to $100. Let him make it 
for himself. 
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FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 


of security values. 


Such knowledge is best acquired by reading constructive financial litera- 
ture prepared by individuals who are authorities on their subjects. 


Every week we list many instructive booklets, circulars and periodicals 


on investment and other subjects published by reputable investment bankers, 
which, we believe, will be of interest and benefit to our subscribers. 


Below is a list of literature now available. 


To obtain any of the booklets write direct to the company issuing the | 
booklet, giving the title; and be good enough to add that you saw it mentioned 
in THe FINANCIAL Wor p. 


ON BONDS 
diversified list of selected bonds which are 
recommended for consideration. This list includes bonds of Rail- 
roads, Public Utilities, Industrials, U. S. Municipals, Canadian 
Municipals Foreign, etc. This interesting circular may be obtained 
by writing to Paine Webber & Co., 25 Broad Street, New York. 
Please mention THE FINANCIAL Wortp when writing. 


ON STOCKS 


Ohio Public Service Company 7° Cumulative First Preferred at a price 


to yield 7.29%—A circular which gives a complete description of 
this issue will be sent on request. Write to A. B. Leach & Co., 
Inc., 62 Cedar Street, New York, mentioning THe FINANcIAL 
Wok p. 

40 Listed Preferred Stocks Yielding Over 6%—These are tabulated in 
a recently prepared bulletin. All enjoy active markets and are 
entitled to a high investment rating. Write to Shonnard & Co., 
120 Broadway, New York, mentioning THe FInancraL Wor p. 


Semi-Investment and Speculative Stocks—aA selection for business men 
with a brief analysis of each is published in the Supplement of 
The Bache Review. Copy may be obtained by writing to J. S. Bache 
& Co. 42 Broadway, New York. Please mention THE FINANCIAL 
Wortp when writing for this booklet. 


Interstate Public Service Company Prior Lien 7% Stock—-This company 
is an old-established, soundly financed institution and has shown 
a steady increase from the date of its organization. The territory 
served presents opportunities for extensive expansion. The com- 
pany is backed by one of the largest utility interests of the world. 
Descriptive circular entitled ‘Some Reasons Why’ may be ob- 
tained from A. H. Bickmore & Co., 111 Broadway, New York. 
Please mention THr FINANCIAL WorLD when writing for same. 


MISCELLANEOUS 


Fifteen Years of Service—A full and interesting description of an invest- 
ment service which has grown steadily in the past fifteen years. 
To obtain this booklet write to P. W. Brooks & Co., 115 Broad- 
way, New York, mentioning THe FinanctaL Wor tp. 


Income Tax Table—This table shows the 1922 taxes, both normal and 
surtaxes, on incomes between $5,000 and $500,000 of an American 
citizen, married or head of family. It shows exemption value 
of municipal bonds which are free from all Federal Income Taxes as 
compared with investments subject to the same taxes. Write to 
Stacy & Braun, 14 Wall Street, New York, mentioning Tue 
FINANCIAL WORLD. 
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“To Whom Shall I Give 
My Business?” 


Subscribers to THE FINANCIAL WORLD invest a total of more 
than 100 million dollars every year. It is important, first, that they 


select the proper securities; but secondly, the proper firm through 
whom to buy them. 


Let readers of THE FINANCIAL WORLD give their business to 
advertisers in THE FINANCIAL WorRLD. There is no publication, 
whatever its nature, that censors its advertising columns as carefully 
as does THE FINANCIAL WORLD. We would not knowingly accept 
a doubtful advertiser any more than we would print a doubtful 


article. Both are equally important in the protection of our sub- 
scribers. 


This policy of foresight and care has cost THE FINANCIAL 
WORLD many thousands of dollars in lost advertisements that the 
daily papers and other mediums have accepted. But when the 
recent failures among the brokers occurred there were but a 
negligible few who had ever advertised in THE FINANCIAL WORLD, 
while some well-known dailies and magazines found /00 per cent 
of the defunct among their advertisers. The readers of these in- 


different publications suffered accordingly. 


Give your business to a Financial World advertiser and 
you can feel safe. 


Che 
FINANCIALWORLD 


Most Compact Investing Circulation in the World. 


53 Park Place New York 



































